CWT DRAFT 7/16/2008

REPLACEMENT TRANSACTION AGREEMENT

THIS REPLACEMENT TRANSACTION AGREEMENT, entered into as of August [ ],
2008, between Morgan Keegan Financial Products, Inc (the “Provader’ ), City of Austin, Texas
(the “Counterparty™) and Deutsche Bank AG, New York Branch (the “CSP”), as a “Credit
Support Provider” of the Provider, for the benefit of the Counterparty, pursuant to the ISDA
Master Agreement (1992 Local Currency — Single Jurisdiction), dated as of August [ ]. 2008,
between the Counterparty and the Prowvider (together with the Schedule thereto, the “Master
Agreement”) This Replacement Transaction Agreement 15 a “Credit Support Document™
specified in the Master Agreement Capitalized terms used but not defined herein shall have the
meamngs assigned to such terms in the Master Agreement Any reterences herein to a Credit
Support Annex. whether descnibed as relating to this Replacement Transaction Agreement or
otherwise, shall constitute references to the Credit Support Annex to the Schedule to the
Replacement Master Agreement deemed entered into between the CSP and the Counterparty
pursuant to this Replacement Transaction Agreement

In constderation of the mutual representations, warranties and covenants contained 1n thus
Replacement Transaction Agreement, the Master Agreement and any transaction(s) that may be
entered mto from time to time between the Provider and the CSP related thereto, and other good
and valuable consideration. the receipt and sufficiency of which are hereby acknowledged, the
Provider, the Counterparty and the CSP each hereby agrees, subject to the terms and conditions
of this Replacement Transaction Agreement, as follows

I Representations_and HWarranues  Each party hereby represents and warrants io
the other parties as follows

(a) Orgamizatign and Qualification In the case of the Provider and the CSP,

1t 15 duly organized and validly existing under the laws of the jurisdiction of its incorporation or
orgamzation and, if relevant under such laws. 1s 1 good standing, m the case of the
Counterparty, 1t 1s a duly orgamzed municipal corporation and a pohtical subdivision of the State
of Texnas, duly created, validly existing, and acting under the provisions of the Constitution and
the laws of the State (tncluding the Counterparty’s home rule charter)

(b)  Powers It has the power to execute this Replacement Transaction
Agreement and any other documentation relating to this Replacement Transaction Agreement
that 1t 1s required by this Replacement Transaction Agreement to dehver and to perform its
obhgations under this Replacement Transaction Agreement and has taken all nceessary action to
authonze such execution, dehvery and performance

(e No Violation or Confliet  The execution, delivery and performance of thys
Replacement Transaction Agreement does not violate or conflict wath any law applicable tu 11,
any provision of its constituhonal documents, any order or judgment of any court or other agency
of government applicable to 1t or any of 1ts assets or any contractual restnichion binding on or
affecting 1t or any of 1its assets
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(d}  Consents All governmental and other consents that are required to have
been obtamned by 1t with respect to this Replacement Transaction Agreement have been obtained
and are 1n full force and etfect and all conditions of any such consents have been complied with

(e) Obhgations Binding Its obligations under this Replacement Transaction
Agreement constitute 1ts legal, valid and binding obligations. enforceable in accordance with
therr respective terms (subject to applicable bankruptcy, reorgamzation, inselvency, moratorium
or similar laws affecting creditors™ nghts generally and subject, as to enforceability, to equitable
principles of general application (regardless of whether enforcement 1s sought in a proceeding 1n
equity or at law))

() Disclosure of Roles. The Provider represents (and the Counterparty
acknowledges) that the Provider and the CSP (and/or their affiliates) have entered into certain
arrangements under which they each expect to eam a profit 1n connection with the Master
Agreement and this Replacement Transaction Agreement

(g) Liabahity The Counterparty hereby acknowledges that neither the CSP
nor any of its affihates shall be hable for any action of the Provider in connection with. or
relating to, any Transaction under the Master Agreement or this Replacement Transaction
Agreement, except as otherwise provided in the Master Agreement or this Replacement
Transaction Agreement

(h) Limited Invelvement by the CSP Each party acknowledges that the CSP
has entered into this Replacement Transaction Agreement on an arm’s-length basis, and has not
provided (and s not responstble for} any other document, information or advice that either party
may rely upon 1n making 1ts decision to enter into this Replacement Transaction Agreement, the
Master Agreement or any Transaction hereunder or thereunder

2 Replacement Muster Agreement

(a} The CSP and the Counterparty agree to be bound by and shall be deemed
to have entered into, an ISDA Master Agreement (1992 Local Currency — Single Junsdiction),
dated as of the date hereof, between the Counterparty and the CSP (together with the Schedule
thereto, the “Replacement Master Agreement™). having terms 1dentical to those of the Master
Agreement, provided, however, that (1) references in the Master Agreement to the “Provider”
shall be deemed to be references to the “CSP,” (i) the Master Agreement shall be modified as set
forth in Exhubit B 1o this Replacement Transaction Agreement and {11} notwithstanding anything
contained 1 the Master Agreement or the Replacement Master Agreement to the contrary,
neither the CSP nor the Counterparty shall have any obligation 1o deliver documents under the
Replacement Master Agreement {except under any Credit Support Annex) unless and until a
Replacement Transaction (as defined below) ts entered 1nto as described below  With respect to
each Transaction under the Master Agreement, the CSP hereby grants to the Counterparty an
urevocable option under the Replacement Master Agreement to cause the CSP to enter into an
identical Transaction under the Replacement Master Agreement (a “Replacement Transaction™)
upon the terms and condihons set forth m thus Paragraph 2(a} Conditicned solely upon the
occurrence of an Early Termimation Date with respect to the Master Agreement and any o1 all
Transactions thereunder subject. 1f apphicable, to the provistons of Paragraph 3(b) hereof, (1) the

T3
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Counterparty shall be entitled to exercise such option, and shall be deemed to have exercised
such option, automatically without the need for further action by any party hereto, and (i) upon
exercise of such option by the Counterparty, each of the CSP and the Counterparty agrees to
enter into and become bound by, and shall be deemed to have entered into and become bound by,
automatically without the need for further action by any party hereto, Replacement Transactions
under the Replacement Master Agreement, such that the Counterparty and the CSP each
undertake lLabilities and obligations towards the other and acquire nghts aganst each other
identical 1 their terms to all such Transactions under the Master Agreement (other than any
nights, liabilities or obligations of the “Counterparty™ or the “Provider™ with respect to payments
or other obhgations due and payable or due to be performed on or prior to such Early
Termination Date, except as expressly provided in Paragraph 4 hereof)

(b) Without limiting the foregoing. tf the designation of an Early Termination
Date with respect to the Master Agreement and all Transactions thereunder with respect to which
the Provider 15 the Defanlting Party or Affected Party anses solely by reason of a “CSP-
Trniggered Event™ (as defined below). then all Replacement Transactions under the Replacement
Master Agreement shall also terminate and shall be deemed to have terminated, automatically
without the need for further action by any party thereto, immediately upon becoming effective on
such Early Termination Date, the CSP shall be deemed 1o be the sole Affected Party, and all
Transactions shall be deemed to be Affected Transactions

A "CSP-Tnggered Event” means an Event of Default or Termination Event with respect
to which the Provider 15 the Defaulting Party or an Affected Party under the Master Agreement
where such Event of Default or Termination Event arnises solely by reason of an event or
condition that 1s directly attributable to the CSP (as the ‘Credit Suppont Provider” for the
Provider) or the CSP's obligation to perform pursuant to the terms of this Replacement
Transaction Agrecment (as the “Credit Support Document™ for the Providen).

{c) Upon any transfer and assignment from the Provider to the CSP of the
Master Agreement and atl Transactions thereunder pursuant to Part 4(m)(1) of the Schedule to the
Master Agreement, this Replacement Transaction Agreementi shall simultaneously terminate
without the need for further action by any party hereto, and no payments shall be owed by either
party to the Replacement Master Agreement to the other party thercto in connection with such

termination

(d) Unless and until a2 Replacement Transaction 15 deemed to have been
entered mto pursuant to Paragraph 2(a) hereof, the CSP and the Counterparty each agree not to
exercise any nght to designate an Early Termmation Date under the Replacement Master
Agreement

3 Substitute CSP

(a) Each of the Counterparty and the CSP agrecs that, so long as an Event of
Default or Termination Event shall not have occurred under the Master Agreement or any
Tiansaction thereunder with respect to which the Provider 1s the Defauling Partv or an Affected
Party except as hereinafter provided n Paragraph 3(b), the Provider shall have the right at any
time and for any reason, to substitute a different “Credit Support Provider™ i heu of the CSP by
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requiring that the CSP assign its rights under this Replacement Transaction Agreement (and
under any Credit Support Annex related hereto) (1) without the consent of any party, to another
entity, having a long-term, semor, unsecured, unenhanced debt rating of at least “Aa3™ by
Moody’'s and “AA-" by S&P that is willing to assume the obligations of the CSP under this
Replacement Transaction Agreement (and under any Credit Support Annex related hereto) with
respect to the Master Agreement and all Transactions thereunder (such entity, a “Substitute
CSP™), or (1) wath the consent of the Counterparty, to a Substitute CSP regardless of its ratings

(by  If an Event of Default or Termination Event shall have occurred under the
Master Agreement or any Transaction thereunder with respect to which the Provider 1s the
Defaulting Party or an Affected Party, and such Event of Default or Termination Event arises
solely by reason of a CSP-Tnggered Event, then nofwithstanding anything to the contrary
contained in the Master Agreement, the Counterparty agrees that it shall not designate an Early
Termnation Date with respect to the Master Agreement and all Transactions thereunder unless
the Counterparty shall have given to the Provider not fewer than thirty (30) days’ prior wntten
notice of its intention to designate an Early Termination Date (“Notice of Intended
Termination™) on a Business Day specified therein. If (1) within fifteen (15) days of 1ts receipt of
such Notice of Intended Termination, the Provider shall have notified the Counterparty and the
CSP that 1t intends to provide a Substitute CSP and (11) within twenty-five {25) days of the
Provider’s receipt of the Notice of Intended Termination an assignment by the CSP and
assurmnption by the Substitute CSP with respect to this Replacement Transaction Agreement {and
any Credit Support Annex related hereto) and the Master Agreement and all Transactions
thereunder (in form and substance reasonably satisfactory to the Counterparty) shall have been
executed and dehivered to the Counterparty, then the replacement of the CSP by such Substitute
CSP shall occur in heu of an Early Terrmnation Date wath respect to the Master Agreement and
all Transactions thereunder, and an Early Termination Datc shall not occur by reason of such
Event of Default or Termination Event (as applicable} If no such Substitute CSP assumes the
obhgations of the CSP in accordance with this Paragraph 3(b) as of the date specified in
clause (u) of the preceding sentence, then the date specified in the Notice of Intended
Termmation shall be deemed to have been designated by the Counterparty as an Early
Termination Date with respect to the Master Agreement and all Transactions thereunder

(c) The CSP hereby covenants and agrees that 1t shall cooperate with the
Provider and the Counterparty 1n taking such mimsterial actions as may reasonably be requested
with regard to any Substitute CSP, mncluding, but not limited to, executing any documentation of
2 mmnistenal nature necessary to reflect the assignment and assumption of thrs Replacement
Transaction Agreement (and any Credit Support Annex related hereto)

4 Satisfaction_of Obligations Under Section Gte) of the Master Agreement  Upon
the occurrence of an Early Termination Date with respect to the Master Agreement and all
Transactions thereunder, the Settlement Amount and any net Unpaid Amounts that may be
owing from the Counterparty to the Prowvider, or from the Provider to the Counterparty, as
apphcable, shall be determined and paid or otherwise satisfied 1n accordance with Part 1()) of the
Schedule to the Master Agreement as modified by Part 5 of the Schedule to the Master
Agreement, the provisions of which are incorporated herein by reference as 1f fully set forth
herein  Each of the parties hereto hereby ratifies, confirms and agrees to satisfy 1ts obligations
with respect to the agreements assignments and payments {o be made by it in accordance with

USActive 13194359 3 4



such Part 1{j), as modified by Part 5 of the Schedule to the Master Agreement, provided that the
CSP hereby agrees that 1t shall perform 1ts obligations under this Replacement Transaction
Agreement, wrespective of whether 1t receives any payments from the Provider under the Master
Agreement

5 Written Agreement as to Any Transaction Other than the mmtial transaction(s) to
be entered 1nto on or about August [ ] 2008 ({the “Inihal Transactions™ which shall be subject to
this Replacement Transaction Agreement and the Master Agreement upen execution hereof, no
Transaction shall be subject to the Master Agreement, and neither the Provider nor the
Counterparty shall have any right or benefit under thus Replacement Transaction Agreement or
the Master Agreement with respect to any Transaction, unless Exhibit A to this Replacement
Transaction Agreement, as such Exhibit A may be updated from time to time in connection with
the addition of Transaction(s), (1) references the related Confirmation, and (1) with such
reference, 15 executed by each of the Provider, the Counterparty and the CSP  In connection with
the foregoing, each of the Provider and the Counterparty agrees and covenants not to enter into
any Transaction (other than the Imtial Transactions) under the Master Agreement that 1s not
subject to this Replacement Transaction Agreement

6 Role of the CSP Notwithstanding anything contained 1mn this Replacement
Transaction Agreement, the Master Agreement or the Confirmations thereunder to the contrary,
unless and until an Early Termination Date has occurred pursuant to and with respect to the
Master Agreement and any or all Transactions thereunder, the CSP shall have no obligations
under this Replacement Transaction Agreement except as expressly provided in Paragraph 3
hereof, provided, however, that each of the parties hercto (including the CSP) shall be
responsible for the representations made by 11 pursuant to Paragraph 1 hereof

7 Bankruptcy Code 1t 15 the express intention of the Provider, the Counterparty and
the CSP that (1) the Master Agreement and all Transactions thereunder and this Replacement
Transaction Agreement (including, without limitation, the option granted in Paragraph 2(a)
hereof), a Replacement Master Agreement deemed entered into pursuant to Paragraph 2(a)
hereof and any Credit Support Annex between the Counterparty and the CSP relating hereto shall
collectively constitute a single agreement, (1) the foregoing. together with all Replacement
Transactions, shall each constitute a “swap agreement™ as defined 1n section 101(53B} of Tatle
11 of the Umted States Code, 11 US C §§ 101, et seq (the "Bankruptcy Code™) and (1n) the
parties shall each constitute a “swap participant”™ under section 101(53C) of the Bankruptcy
Code, n cach case subject to and entitled to the exemptions and protections alforded by sections
362(bX17), 362(0}), 546(g). 548(d) and 560 ot the Bankruptcy Code

8 Security Interest  The Counterparty hereby achnowledges and agrees that the
Provider may giant a security mierest 1 all of its right, title and nterest in and to the Master
Agreement and any or all ransactions thereunder to the CSP

9 No Modification Each of the Counterparty and the Provider agrees that any
amendment, supplement, waiver or other modification of any of the terms or conditions of the
Master Agreement or any Transaction thereunder shall be in writing and shall be subject to the
prior written consent of the CSP - Any amendment, supplement, waiver or other modification of
any of the terms or conditions of the Master Agreement or any Transaction thereunder effected
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without the pnior wnitten consent of the CSP shall be void ab imrio and have no force and effect
with respect to the Master Agreement or any Transaction thereunder

10 Assignment of Rights and Subrogation. Upon the occurrence of an Early
Termination Date with respect to the Master Agreement and all Transactions thereunder and
entening 1nto Replacement Transactions under the Replacement Master Agreement 1n accordance
with Paragraph 2(a) hereof, the Counterparty agrees that 1t shall be deemed to have assigned to
the CSP, and the CSP shall be expressiy subrogated to, and shall otherwise be entitled to, any
and all nghts of the Counterparty as against the Provider ansing under the Master Agreement or
any Transaction thereunder Each of the Counterparty and the Provider expressly acknowledges
and agrees to the assignment of rights and subrogation provided for in the preceding sentence

11 Further Assurances Each of the parties hereto agrees to execute and dehver such
documents, and to take such further actions, in ¢ach case of a ministenial nature, as may
reasonably be requested by any party hereto 1n order to effectuate the express terms, or the clear
purpose and intent, of any of the provisions contamed in this Replacement Transaction
Agreement,

12 Notices. The address for notice or communication to the CSP 15 as follows’

Deutsche Bank AG, New York Branch

60 Wall Street

New York. New York 10005

Attention Patnch Marsh

Facsimile (212)797-22100r(212) 797-2218

The address for notice or communication to the Provider or the Counterparty shall be as
specified 1in the Master Agreement Notices under this Replacement Transaction Agreement
shall be subject to and governed by the notice provisions of the Master Agreement as 1f given
thereunder

13 GOVERNING LAW  THIS REPLACEMENT TRANSACTION AGREEMENT
SHALL BE CONSTRUED, AND THE OBLIGATIONS, RIGHTS AND REMEDIES OF THE
PARTIES HEREUNDER SHALL BE DETERMINED, IN ACCORDANCE WITH THE LAWS

OF THE STATE OF TEXAS

14 Warver of Jury Tnial THE PARTIES HERETO, TO THE FULLEST ENTENT
PERMITTED BY THE TEXAS CONSTITUTION AND APPLICABLE LAW, WAIVE ALL
RIGHT TO TRIAL BY JURY IN ANY PROCEEDING ENFORCING OR DEFENDING ANY
RIGHTS UNDER THIS AGREEMENT OR RELATING THERE!IQ EACH OF THE
PARTIES ACKNOWLEDGES THAT THE PROVISIONS OF THIS SECTION HAVE BEEN
BARGAINED FOR AND THAT IT HAS BEEN REPRESENTED BY COUNSEL IN
CONNECTION THEREWITH THE SCOPE OF THIS WAIVER IS INTENDED TO BE ALL-
ENCOMPASSING OF ANY AND ALL DISPUTES THAT MAY BE FILED IN ANY COURT
OR THAT RELATE TO THE SUBJECT MATTER OF THIS AGREEMENT, INCLUDING
WITHOUT LIMITATION, CONTRACT CLAIMS, TORT CLAIMS. BREACH OF DUTY
CLAIMS, AND ALL OTHER COMMON LAW AND STATUTORY I AIMS EACH OF
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THE PARTIES HERETO ACKNOWLEDGES THAT THIS WAIVER IS A MATERIAL
INDUCEMENT TO ENTER INTO A BUSINESS RELATIONSHIP, THAT EACH HAS
ALREADY RELIED ON THIS WAIVER IN ENTERING INTO THIS AGREEMENT AND
THAT EACH WILL CONTINUE TO RELY ON THIS WAIVER IN THEIR RELATED
FUTURE DEALINGS FEACH OF THE PARTIES HERETO FURTHER WARRANTS AND
REPRESENTS THAT IT HAS REVIEWED THIS WAIVER WITH ITS LEGAL COUNSEL,
AND THAT IT KNOWINGLY AND VOLUNTARILY IS WAIVING ITS JURY TRIAL
RIGHTS FOLLOWING CONSULTATION WITH LEGAL COUNSEL IN THE EVENT OF
LITIGATION, THIS AGREEMENT MAY BE FILED AS A WRITTEN CONSENT TO A
TRIAL BY A COURT (RATHER THAN BY A JURY) UNDER THIS AGREEMENT

15 Amendments  No amendment, modification or waiver in respect of this
Replacement Transaction Agreement will be effective unless in writing (including a wnting
evidenced by facsimile transmisston) and executed by each of the parties

16 Counterparts This Replacement Transaction Agreement (and each amendment,
modification and waiver 1n respect of 1) may be executed and dehvered n counterparts
(including by facsimile transmission), each of which will be deemed to be an onginal

IN WITNESS WHEREOQOF, the parties have executed this Replacement Transaction
Agreement by their duly authonized officers as of the date hereof

Morgan Keegan Financial Products, Inc

By

Name
Tatle

City of Austin, Texas

By

Name
Title

Deutsche Bank AG, New York Branch

By

Name
Title
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By

Name-*
Title
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EXHIBIT A

Transactions Under the Master Agreement Subject to the Replacement Transaction Agreement

{1) Transaction descnbed n, and provided for pursuant to, the Confirmation, dated as of
200[8), bearing [Trade Reference Number J. between the Counterparty and the
Provider, which Transaction 1s subject to the Master Agrcement and the Replacement
Transaction Agreement

Dated as of , 200[8]

Morgan Keegan Financial Products, Inc

By

Name
Taitle

City of Austin, Texas

By

Name
Title

Deutsche Bank AG, New York Branch

By

Name
Title

By
Name
Title
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EXHIBIT B

Modifications to the Master Agreement for Purposes of the Replacement Master Agreement

Part 1(b) of the Schedule shall be deleted 1n its entirety and replaced with the following

“(by “Specified Transaction” will have the meanng specified i Section 12 of this
Apgreement, except that with respect to the Counterparty, such term shall include only
those transactions described therein pursuant to which the Counterparty's obligations are
payable 1n whele or in part from Pledged Revenues.”

Part 1(d} of the Schedule shall be deleted 1n 1ts entirety and replaced with the following

“(d) “Specified Indebtedness™ has the meaning specified m Section 12 except that (1)
Specified Indebtedness shall not include indebtedness in respect of bank deposits
recerved in the ordmary course of business, and (it} with respect to the Counterparty, such
term shall include only those obligations payable 1n whole or mn part from Pledged
Revenues "

Part 1(e) of the Schedule shall be deleted 1n 1ts entirety and replaced wath the following

“{¢)  “Threshold Amount”™ means (1) with respect to the Provider or any Credit
Support Provider of such party, 1% of its shareholders” equity (determimned n accordance
with penerally accepted accounting principles), and (1) with respect to the Counterparty,
US $10.000.000 (or the equivalent in another currency, currency unit or combination
thereof) ™

The first paragraph of Part 1{1} of the Schedule shail be deleted in its entirety and
replaced with the following

*(1)  The “Automatic Early Termination™ provisions of Section 6(a) will not apply to
the Provider and the Counterparty, prowvided, however, with respect to the Counterparty,
where the Event of Default 15 specified in Section S(a)ivu)(1}, (3), (4), (5), (6) or to the
extent analogous thereto (8). and the Counterparty 18 governed by a system of law which
does not permut termination to take place upen or after the occurrence of the relevant
Event of Default in accordance with the terms of this Agreement, then the Automatic
Earty Termination provisions of Section 6(a) will apply to the Counterparty

In addition to, und notwithstanding anything to the contrary in the preceding sentence 1f
an Early Termmation Date occurs under Section 6{a) as a result of Automatic Early
Termination. the Defaulting Party hereby agrees to pay to the Non-detaulting Party on
demand an amount equal to all loss or damage that the Non-defaulting Party may sustain
or incur (including 1n relation to terminating, liqudating, obtaning or re-establishing any
hedge or related position to the extent not already taken into account in the calculation
performed under Section 6(e)) 1n respect of each Transaciion as a result of movements 1n
relevant rates, prices, yields, yield curves, volatilities, spreads or other relevant market
data between the Early Termination Date and the Local Business Day upon which the

USActive 13184363 3 B-1



Non-defaulting Party first becomes aware that the Early Termination Date has occurred
under Section 6(a), provided, however, that if the Non-defaulting Party determmes that
any such movements have actually resulted in a net, after tax. gain for the Non-defaulting
Party, then the Non-defaulting Party agrees to pay to the Defaulting Party the sum of such
gamn, subject to any rights the Non-defaulting Party may have under this Agreement or
otherwise ™

5 Part 1()) of the Schedule shall be deleted in 1ts entirety and replaced with the following:

“(y Payments on Early Termination “Market Quotation™ and “Second Method”
shall apply for purposes of Section 6(e) of this Agreement ”

6 Part 1(k)(u) of the Schedule shall be deleted in 1ts entirety and replaced with the
following

“(n) Prowvader Credit Event, The occurrence at any time of a Provider Credit Event (as
hereinafter defined) shall be an Additional Termination Event with respect to the
Provider. As used herein, “Provider Credit Event™ shall mean that, with respect to the
Provider, the long-term. unsecured, unenhanced and unsubordinated indebtedness of the
Provider shall cease to be rated at least “Baa3” by Moody’s or “BBB-" by S&P. or such
indebtedness ceases 1o be rated by Moody's or S&P or erther of such ratings 1s wathdrawn
or suspended Upon the occurrence of a Provider Credit Event, the Provider shall be
deemed to be the sole Affected Party and all Transactions shall be deemed to be Affected
Transactions ™

7 Part 1(k}v) of the Schedule shall be deleted in its entirety and replaced with the
following “[Intentionally omtted]™

8. Part 3{a) of the Schedule shall be deleted 1n 1ts entirety and replaced with the following:
“(a)  Address for Notices For the porpose of Section 10(a)
Address for notice or communications to the Counterparty*

City of Austin, Texas

P O Box 2106

Austin, Teaas 78768
Attention City Treasurer
Facsimile (512) 370-3838
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10

11

13

i4

15

Address for notice or commuunications to the Provider:

All notices to the Provider under Sections 5 or 6 (other than notices under Section 5(a)(1))
shall be sent to’

Deutsche Bank AG, New York Branch

60 Wali Street

New York, NY 10005

Attention® Legal Department — Global Markets
Facsimile. (212) 797-4566

All other notices to the Provider shall be sent directly to the Office through which
Provider is acting for the relevant Transaction, using the address and contact particulars
specified in the Confirmation of that Transaction or otherwise notified »

Part 3(b) of the Schedule shall be deleted 1n its entirety and replaced with the following

“(b) Calculation Agent The Calculation Agent is the Provider, unless the Provider 1s a
Defaulting Party in which case the Counterparty or an Agent of the Counterparty will be
the Calculation Agent

The last paragraph of Part 3(c) of the Schedule shall be deleted in s entirety and
replaced with the following

“Credit Support Document means in relation to the Provider the Credit Support Annex
dated as of the date hereof (the prowvisions of wlich are mncorporated by reference
herem) ”

The last paragraph of Part 3(d) of the Schedule shall be deleted n s entirety and
replaced with the following

“Credit Support Provider means in relation to the Provider None "

If Part 3(h) of the Schedule reads *wili not apply,” then Part 3(h) shall be deleted mn its
entirety and replaced with the following

“th)  Netting of Payments Subparagraph (1) of Section 2(c) will apply °

The definition of “CSP™ 1n Part 4(g) shall be deleted in 1ts entirety and replaced with
“[Intentionally omitted] ™

The defimtion of “Replacement Transaction Agreement’ in Part 4(g) shall be deleted in
its entirety and replaced with “[Intentionally omuatted] ™

Part 4(1)(i1) of the Schedule shall be deleted in its entirety and replaced with
“[Intentionally omitted] ™
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16 Part 4())(1v) of the Schedule shall be deleted in 1its entirety and replaced with
“[Intentionally omitted]

17 Part 4(k) of the Schedule shall be deleted in 1ts entirety and replaced with

“(k) Bankruptcy Code It 1s the express mtention of the Provider, the Counterparty
and each Crednt Suppont Provider of any party that (1)this Agreement and all
Transactions hereunder and any Credit Support Annex that may be entered into between
the Counterparty and the Provider shall collectively constitute a single agreement and
shall each constitute a “swap agreement” as defined 1n section 101(53B) of Title 11 of the
United States Code, 11 U S C §§ 101-1330 (the “Bankruptcy Code™) and (11} each of the
parties constitutes a “swap participant™ under section 101(53C) of the Bankruptcy Code,
m cach case subject 1o and entitled to the exemptions and protections afforded by, among
other things, sections 362(b)}(17), 362(0), 546(g), 548(d) and 560 of the Bankruptcy
Code.”

18 Part 4(1) of the Schedule shall be deleted in 1ts entirety and replaced wath “[Intentionally
omitted] ™

19 Part 4(m) of the Schedule shall be deleted m 1fs entirety and replaced with *[Intentionally
omtted] ”

20 The following new paragraph “r” shall be added at the end of Part 4

“(r} Set-off. (1) Section 6 of thms Agreement 1s amended by the addition of the
following Section 6(f)

“(f} Upon the designation of any Early Termination Date, the party that 1s not the
Defaulting Party or Affected Party (“X™) may, wihout prior nofice to the
Defaulting or Affected Party (“Y™), set off any sum or obligation {whether or not
ansing under this Agreement, whether matured or unmatured, whether or not
contingent and irrespective of the currency, place of payment or booking office of
the sum or obhgation) owed by Y to X or any Affihate of X (the "X Set Off
Amount™) agamnst any sum or obhgation (whether or not ansing under this
Agreement, whether matured or unmatured, whether or not contingent and
wurespective of the currency, place of payment or booking office of the sum or
obligation) owed by X or any Affiliate of X to Y (the 'Y Set Off Amount”) X
will give notice to the other party of any set off effected under this Section 6(f)

For this purpose either the X Set Off Amount or the Y Set Off Amount (or the
relevant portion of such set off amounts) may be converted by X into the currency
in which the other set vif amount 15 denominated at the rate of exchange at which
X would be able, acting 1n a reasonable manner and 1n good faith to purchase the
relevant amount of such currency

If a sum or obligation 1s unascertamed, X may in good faith estimate that
obligahon and set-off in respect of the estimate, subject to the relevant party
accounting to the other when the obligation 1s ascertamned
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Nothing 1n this Section 6(f) shall be effective to create a charge or other security
interest. This Section 6(f) shall be without prejudice and 1n addition to any right
of set-off, combmation of accounts, lien or other rights to which any party is at
any time otherwise entitled (whether by operation of law, contract or otherwise)

For purposes of this Section 6(f), the obligations subject to set-off wath respect to
the Counterparty shall be limited to obligations payable (in whole or in part)
solely from or which, when paid by the Counterparty, will be included in, Pledged

Revenues "

21 Part 5 of the Schedule shall be deleted in 1ts entirety and replaced with *“[Intentionally
omitted]

2
38

Subject to the foregoing, all references 1n the Schedule to “Morgan Keegan Financial
Products. Inc ™ shall be deleted and replaced with “Deutsche Bank AG, New York
Branch ”

23 All references to “and the CSP™ and “or the CSP” shall be deleted
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(Bilateral Form} {ISDA Agreements Subject to New Y ork Law Only)

ISDA.

International Swaps and Derivatives Association, Inc,

CREDIT SUPPORT ANNEX

to the Schedule to the
ISDA Master Agreement
{Local Currency — Single Junisdiction)
deemed entered mto and inding pursuant to that certam
Replacement Transaction Agreement by and between

DEUTSCHE BANK ACG, and CITY OF AUSTIN, TEXAS
NEW YORK BRANCH (“Party B")
(“Party A™)

dated as of August 11, 2008

This Annex supplements, forms part of, and 15 subject to the above-referenced Agreement, 1s part of its Schedule
and 1¢ @ Credit Suppert Document under this Agreement with respect to each party

Accordingly the parties agree as follows —

Paragraph 1. Interpretation

(a) Definitlons and Inconsistency  Capitalized terms not otherwise defined herein or elsewhere 1n this
Agreement have the meanings specified pursuant to Paragraph 12, and all references in this Annex to Paragraphs are
to Paragraphs of this Annex In the event of any inconsistency between this Annex and the other provisions of this
Schedule, this Annex will prevail and in the event of any inconsistency between Paragraph 13 and the other
provisions of this Annex, Paragraph |13 will prevail

(b Secured Party and Pledgor All references in this Annex to the "Secured Party ' will be to enher party
when acting in that capacity and all corresponding references to the *Pledgor™ will be to the other party when acting
in that capacity provided, however, that 1 Other Posted Suppart is held by a party to this Annex, all references
herem to that party as the Secured Party with respect to that Other Posted Support will be to that party as the
benefictary thereof and will not subject that support ar that party as the beneficiary thereof to prowisions of law
generally relating to securnty interests and secured parties

Paragraph 2 Security Interest

LCach party, as the Pledgor, hereby pledges to the other party. us the Secured Party, as securty for its Oblrgations,
and grants to the Secured Party a first prionty continuing secursty interest in hen on and night of Set-off against alt
Posted Collateral Transferred to or recesved by the Secured Party hereunder Upon the Transfer by the Secured Party
to the Pledgor of Posted Collaterat, the secur:ty inlerest and lien granted hereunder on that Posted Collateral will be
released immediately and, to the eatent posstble, without any further action by either party

Cupyright £ 1994 by Intemational Swaps and Dervatives Association Inc



Paragraph 3 Credit Support Obhgations

(a) Detivery Amount. Subject to Paragraphs 4 and 5, upon demand made by the Secured Parly on or
promptly following a Valuatton Date, 1f the Delivery Amount for that Valuation Date equals or exceeds the
Pledgor's Mimmum Transfer Amount, then the Pledgor will Transfer to the Secured Party Eligible Credit Support
having a Value as of the date of Transfer at least equal to the apphicable Delivery Amouns (rounded pursuant to
Paragraph 13) Unless otherwise specified in Paragraph 13 the “Delivery Amonnt™ applicable to the Pledgor for
any Valuation Date will equal the amount by which

(1) the Credit Support Amount
exceeds
{n) the Value as of that Valuaton Date of all Posted Credit Support held by the Secured Panty

{b} Return Amount  Subject to Paragraphs 4 and $, upon a demaend made by the Pledgor on or promptly
following a Valuation Date 1f the Return Amount for that Valuation Date equals or exceeds Secured Party's
Mimimum Transfer Amount then the Secured Party wall Transfer to the Pledgor Posted Credst Support specified

by the Pledgor in that demand having a Value as of the date of Transfer as close as practicable to the applicable
Return Amount (rounded pursuant to Paragraph 13} Unless otherwise specified i Paragraph 13, the “Return
Amount™ apphicable to the Secured Party for any Valuation Date will equal the amount by which

{1} the Value as of that Valuaton Date of all Posted Credit Support held by the Sccured Party
exceeds

i) the Credit Support Amount

“Credit Support Amount”™ means, unless otherwise specified 10 Paragraph 13 for any Valuation Date (i) the
Secured Party's Exposure for that Valuation Date plus (1) the aggrepate of all Independent Amounts apphicable
to the Pledgor, 1f any, munus {111) all Independent Amounts applicable to the Secured Party, 1f any, minus {sv) the
Pledgor s Threshold provided huwever, that the Credit Support Amount will be deemed to be zero whenever
the caleutation of Credn Support Amount yiefds a number less than zero

Paragraph 4 Conditreas Precedent, Transfer Timing, Calculations and Substitutions

fah Condmons Precedent. Eoch Transfer obhigaton of the Pledgor under Paragraphs 3 and 5 and of the
Secured Party under Paragraphs 3, 4(d)(1t), 5 and 6(d) 15 subject to the conditions precedent that

() no kvent of Default, Potential Evint of Default or Specified Condition hus oucurred and 1s continumg
with respeet to the ather party: and

{ir) ne Early lermination Date for which any unsatisfied payment obligations exist has occurred or been
designated as the result of an Fyvent of Default or Specified Condition with respect to the ather party

{b} Transfer Fimmg  Subject to Poragraphs 4ta) and 5 and unless otherwise specified, i o demand for the
Transfer of Elrgible Credit Suppoit or Posted Credit Support 1s made by the Notification Time, then the relevant
Transfer will be made not Jater than the close of business on the next Local Business Day, if a demand 1s made
atter the Notification Time, then the relevant Transfer will be made not later than the close of business on the
second Local Business Day therealter

{c) Calculations  All calculations of Value and Exposure for purposces of Paragraphs 3 and 6{d) will bz made
by the Valuation Agent as of the Valuation Time  The Valuatton Agent will notify each party (or the other party
if the Valuation Agent is a party) of its caleulations pot [ater than the Naotificatinn Time on the Local Bosiness
Day following the ipplicable Valuation Date (or in the case of Paragraph tid), following the date of calculation)

s
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(d) Subsnitunions

{1} Unless otherwise specified in Paragraph 13, upon nonce to the Secured Party spectfying the items of
Posted Crecit Support to be exchanged, the Pledgor may, on any Local Busiess Day, Transfer to the
Secured Party substitute Eligrble Credit Support (the “Substitute Credit Support™}, and

{11} subject to Paragraph 4(a), the Secured Party will Transfer to the Pledgos the stems of Posted Crednt
Support specified by the Pledgor in its notice not later than the Local Business Day folowng the date
on which the Secured Party recerves the Substitute Credit Support, unless otherwise specified n
Paragraph 13 (the ‘Substitution Date™), provided that the Secured Party will only be obhigated to Transfer
Posted Credit Support with a Value as of the date of Transfer of that Posted Credit Support equal to the
Value a5 of that date of the Substitute Credut Support

Paragraph 5 Dispute Resolution

If a party (a "Disputing Party™) disputes (1) the Valuation Agent's calculation of a Dehivery Amount or a Return
Amount or (I} the Value of any Transfer of Ehgible Credit Support or Posted Credit Support, then (1) the
Dusputing Party will notify the other party and the Valuation Agent (f the Valuation Agent 1s not the other party)
not later than the close of business on the Local Business Doy following (X) the date that the demand is made
under Paragraph 3 i case of (I) above or (YY) the date of Iransfer in the case of (IT) above, (2) subject 10
Paragraph 4(a), the appropriate party will Transfer the undisputed amount to the other party not later than the
closc of business on the Locel Business Day following (X) the date that the demand 1s made under Paragraph 3
in the case of (I} above or {Y) the date of Transfer in the case of (1T} above, (3) the parties will consult with each
other in an attempt to resolve the dispute and (43 1f they fml to resolve the dispute by the Resolution Time, then

(1) In the case of a dispute involving a Delivery Amount or Return Amount, unless otherwise specified
n Paragraph 13, the Valuation Agent will recalculate the Exposure and the Value as of the Recaleulation
Date by

(A} unhzing any calculations of Exposure for the 1ransactions (or Swap Transactions) that the parties
have agreed are not in dispute,

(B) calculating the Fxposure for the fransactions tor Swap Transactions) i dispuie by sechng four
actual quotations at mid-market from Reterence Market-makers for purposes ot calculating Market
Cuatation and taking the arithmetic aversge of those ebtatned, provided that if four quotattons are not
available for a particular Transaction (or Swap Transaction), then fewer than four quotations may be
used for that Transaction (or Swap Transaction), and 1f no quotations are avadable for a perticular
Transaction {or Swap Transaction), then the Valuation Agent’s ongmal calculations wikl be used for
that Transaction (or Swap Transactiond and

(C) utihzing the procedures specified in Paragraph 12 tor calculating the Value, 1f disputed. of Posted
Credit Support

¢1) In the case of a dispute involving the Value of any Transfer of Eligible Credit Support or Posted
Credut Support the Valvation Agent will recalculate the Value as of the date of [ransfer pursuant to
Paragraph 13

Futlowng a recalculation purssant to this Paragraph, the Valuaton Agent will notify each party tor the other
party, «f the Valuanon Agent s a party) not later than the Notification Time on the Local Business Day following
the Resolution Nime  The appropniate party will, upon demand following (hat notice by the Valuation Agent or
a1esolution pursuant te {3) above and subject to Paragraphs 4(a) and (b}, make the appropriate Transfer

[

ISDA® 1994



Paragraph 6 Holding and Using Posted Collateral

(a) Care of Posted Collateral, Without imiting the Secured Party’s rights under Paragraph 6{c), the Secured
Party will exercise reasonable care to assure the safe custody of all Posted Collateral to the extent required by
applicable law, and wn any event the Secured Puarty will be deemed to have exercised reasonable care if 1t
exercises at least the same degree of care as 1t would exercise with respect to s own property  Except as
specified 1n the preceding sentence the Secured Party will have no duty with respect to Posted Collateral,
inctuding, without Limitation, any duty to collect any Distnibutions, or enforce or preserve any rights pertaining
theteto

(b) Eligibility to Hold Posted Collateral, Custodians.

(1) Genmeral Subject to the satistaction of any conditions specified tn Paragraph 13 for holding Posted
CoHateral the Secured Party will be entitled to hold Posted Collateral or to appoint an agent (a
‘Custodian”™) to hold Posted Collateral for the Secured Party Upon notice by the Secured Party to the
Pledgor of the appointment of a Custodian, the Pledgor’s obligetions to make any Transfer will be
discharged by making the Transfer to that Custodian  The holding of Pested Collateral by a Custodian
will be deemed to be the holding of that Posted Collateral by the Secured Party for which the Custodian
15 acting

(1) Faulure to Satisfy Conditions. 1f the Secured Party or 11s Custodian fails to sausfy any conditions
for holding Posted Collateral, then upon 2 demand made by the Pledgor, the Secured Patty will, not later
than five Loca! Business Days after the demand, Transfer or vause its Custodian to Transfer 21l Posted
Collateral held by 1t 1o a Custodian that satisfies those condittons or 1o the Secured Party of 1t satsfies
those conditions

() Lrabdlity. The Secured Party will be hable for the acts or omissions of its Custodian to the same
extent that the Secured Party would be hable hereunder for 11s own auts or omissions

(c) Use of Posted Collateral. Unless olherwise specified in Paragraph 13 and without Limiting the rights and
obligations of the parties under Paragraphs 3, 3(d)(n}, 5, 6{J) and 8, 1f the Secured Party is not a Defaulung Party
o1 an Afrected Party with respect to a Specified Condition end no Eurly Termnation Date has ucvurred or been
designated as the result of an Event of Default or Specified Condition with respect to the Secured Party, then Lhe
Secured Party wil}, notwithstanding Section 9-207 of the New York Umiform Commercial Code have the nght

10

{1) scll, pledge, rehypothecate, assign invest, use vommingle or otherwise dispose of cr otherwise use
nts business any Posted Collateral 1t holds free from any claim ur nght of any nature whatsoever of
the Pledgor, including any equity or nght uf redemption by the Fledgor, and

(u} register any Posted Collateral in the name of the Secured Party, its Custodian or a nominee for either

For purpases of the vbhgation to Transfer Eligible Credit Support or Pogted Credi Support pursuant to
Paragraphs 3 and 5 and any nights or remedies authonzed under this Agreement, the Secured Pary will be
deemed to continue to hold all Posted Collateral and 10 receive Distributions made thereun, regardless of whether
the Secured Party has eacreised any rights with respect (o any Posted Collateral pursuant to {1} or (1) abgve

id) Distributions and Interest Amount

ny Dustrehuttons  Subject to Paragraph deay, of the Secured Party receives or 1s deemed to receive
Distributions an a Local Busiess Day tt will Transfer 1o the Pledgur not kaler than the [ullowing Local
Business Dav any Distributions 1 receives or 1s deemed 10 receive to the estent that 1 Delivery Amount
would not be created or tncreased by that Transfer, as calculated by the Valuation Agent (and the date
of calcukation wiit be decmed to be a Valuation Date for this purpose)
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(1) Interest Amount. Unless otherwise specified in Paragraph 13 and subject to Paragraph 4{a), in lieu
of any interest, dividends or other amounts pard or deemed 1o have been paid with respect to Posted
Collateral 1n the form of Cash (all of which may be retamned by the Secured Party), the Secured Party
will Transfer to the Pledgor at the imes specified in Paragraph 13 the Interest Amount to the extent that
a Delivery Amount would not be created or increased by that Transfer, as calculated by the Valuation
Agent {and the date of calculation will be deemed to be a Valuation Date for this purpose) The Interest
Amount or portien thercof not Transferred pursuant to this Paragraph will constitute Posted Collateral
m the form of Cash and will be subject to the security interest granted under Paragraph 2

Paragraph 7 Events of Default
For purposes of Section Siakiini( 1) of this Apreement, an Event of Default will exist with respect to a party If

(1) that party fails {or fasls to cause its Custodian) to make, when due, any Transfer of Eligible Collateral,
Posted Collateral or the Interest Amount. as applicable. required to be made by it and that failure
continues for two Local Business Days after notice of that failure 15 given to that party,

{n) that party fmls to comply with any restriction or prohibition specified :n this Annex with respect to
any of the nghts specified in Paragraph 6ic) and that faulure continues for five Local Business Days after
notice of that fmlure 15 given to that party, or

(a1} that party fails to comply with or perform any agreement or obligation other than those specified
i Paragraphs 7011 and 701t) and that faiiure continues for 30 days after notice of that farlure 15 given to
that parnty

Paragraph 8 Certain Rights and Remedies

{a) Secured Purty’s Rights and Remedies 1 at any time ¢1) an Event of Default or Specified Condition with
respect 1o the Pledgor has occurred and 18 continuing or (2) an Early lermination Date has occurred or been
designated as the result of an Event of Default or Specified Condition with respect to the Pledgor, then, unless
the Piedgor has paid 1n full all of 1ts Obligations that are then due, the Secured Party may exercise one or more
ofthe following rights and remedics

) all nghts and remedies available to a secured party under applicable law with respect to Posted
Collateral held by the Secured Party,

(1) eny uther rights and remedies available 1o the Secured Party under the terms of Other Posted Support,
if any,

(i1} the nght to Set-off any amounts payable by the Pledgor with respect to any Oblhigations agaunst any
Posted Collateral or the Cash equivalent of any Posted Collateral held by the Secured Party (or any
obligation of the Secured Party to Transfer that Posted Collateral}, and

{1v}) the nght to hquidate any Posted Collateral held by the Secured Party through one or more public
or private sales or other disposttions wath such notice, »f any, as may be required under applicable law,
free fram any clarm o1 night of any nature whatsoever of the Pledpor, mcluding any equity or right of
redemption by the Pledgor {with the Secured Party having the right to purchase any or all of the Posted
Collaterat to be sold) and to apply the proceeds (or the Cash equivalent thereof) from the liquidatiun of
the Posted Collateral 1o any amounts payable by the Pledgor with respect to any Obligations i that order
as the Secored Paity may elect

Each party achnowledges and agrees that Posted Collateral in the form of secunities may decline speedhly in value
and 15 of a type customanly sold on a recugnized market, erd, accordingly, the Pledgor 15 nut entiled to privr
notice of any sale of that Pasted Collateral by the Secured Party, except any notree that 15 required under
apphicable law and cannet be waived
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(b) Pledgor’s Rights and Remedies, 1f ot ony time an Early Termination Date hds occurred or been
designated as the result of an Event of Default or Specified Condition with respect to the Secured Party, then
(except n the case of an Early Termnation Date relating to less than all Iransactions {or Swap Transachons)
where the Secured Party has pard in full all of its obligations that ar¢ then due under Section 6{e) of this
Agreement)

(1} the Pledgor may exercise all nghts and remedies available to a Pledgor under applicable law with
respect 1o Posted Collateral held by the Secured Party

{n) the Pledgor may exercise any other rights and remedies svailable to the Pledgor undey the terms of
Other Posted Support, 1f any,

{1m5) the Secured Party will be obhigated immediately to Transfer all Posted Collateral and the Interest
Amount to the Fledpor, and

{(1v) to the extent that Posted Collateral or the Interest Amount s not so Transferred pursvant to
(1n) above, the Pledgor may

(A} Set-off any amounts payable by the Pledgor with respect to any Obligations against any Posted
Collateral or the Cash equivalent of any Posted Collateral held by the Secured Party {or any ebhigation
of the Secured Party to Transfer that Posted Collateral), and

{B) to the extent that the Pledgor does not Set-off under [1v){A) above, withhold payment of any
remaining amounts payable by the Pledgor with respect to any Obhgations, up to the Value of any
remaining Posted Collateral held by the Secured Partv, unttl that Posted Collateral 1s Transferred to
the Pledgor

c) Defictencies and Excess Proceeds The Secured Party will Transfer to the Pledgor any proceeds and
Posted Credst Support remawming after hqndation Set-off and/or apphication under Paragraphs 8(a) and 8(b) ofter
satisfaction in full of all amounts payable by the Pledgor with respect to any Obligations, the Pledgor in all events
will remain frable for any amounts remaining unpaid after any hquidation Set-off and/or applicstion under
Paragraphs 8(a) ond 8(b)

() Flnal Returnsy  When no amounts are or thereafter may become payable by the Pledgor with respect to

any Obligations (except for any potential hab:hity under Section 2(d) of this Agreement} the Secured Party will
Transfer to the Pledgor al Posted Credit Suppoit and the Interest Amaunt,f anv

Paragraph ¢ Representations

Each party represents to the other party (which representations will be deemed to be repeated as of cach date on
which o, as the Pledpor, Transfers Chigible Collateral) that

(1) 1t has the power 10 grant a sccunty tnterest 1n and hien on any Ehgible Collateral it Transfers as the
Pledgur and has tahen all nevessary achons to authenze the granting of that sccurity intercst and hen,

tmd 1t 1s the sole owner of or otherwise has the right to Transfer all Ehgible Colateral it Transfers to the
Secured Party hereunder, free and clear of any securnily mterest hen, encumbrance or vther restrictions
other than the secunty nterest and liwn granted under Paragraph 2,

{111} upon the Transfer of any Lhgible Collateral to the Secured Party under the terms of this Annes the
Securcd Party will bave a valid and perfected finst prionity secunty mterest therein (assuming that any
central cleaning corporation or any third-party financial intermediary or other entity not within the centrol
of the Pledgor mvolved in the Transfer of that Eligible Collateral grves the notices and takes the oction
required nf 1t under applicable law for perfection of that interestl, and

{1v) the performance by 1t of is obhgutions under this Anaes witl not result in the creation of anv
security interest, hen or ather encumbrance on any Posted Collatera) sther than the secunty intcrest and
hien granted under Paragraph 2

>
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Paragraph 10. Expenses

(a) General Except as otherwise provided tn Paragraphs 10(b) and 10{c), each pariy will pay 11s own costs
and expenses m connection with performing rts obligations under this Annex and neither party will be hiable for
any costs and expenses tncurred by the other party in connection herewith

(b} Posted Credit Support. The Pledgor wilk promptly pay when due all taxes, assessments or charges of any
nature that are imposcd with respect to Posted Credit Support held by the Sccured Party upon becoming aware
of the same, regardless of whether any portion of that Posted Credst Support is subsequently disposed of under
Poragraph 6{c), cxcept for those taxes, assessments and charges that result from the exercise of the Secured
Party's rights under Paragraph 6tc)

(c) Liguidution/Application of Posted Credit Suppert. All reasenable costs and expenses mcurred by or on
behalf of the Secured Party or the Pledgor 1n connection with the hiquidation and/or application of any Posted
Credit Support under Paragraph 8 will be payable. on demand and pursuant to the Expenses Section of this

Agreement, by the Defaulting Party or, 1f there 15 no Defaulting Party, equally by the parties
Paragraph 11 Miscellapeouns

(a) Default Interest, A Secured Party that fails to make, when due, any Fransfer of Posted Collateral or the
Interest Amaunt will be obliped to pay the Pledgor (1o the extent permited under applicable law) an amount
equal to interest at the Default Rate multiphied by the Value of the items of property that were required to be
Transferred from (and including) the date that the Posted Coilateral or Interest Amount was required to be
Transferred to (but excluding) the date of Transfer of that Posted Collateral or Interest Amount  This interest will

be calculated on the bas:s of dmly compounding and the actual number of day s clapsed

1)) Flirther Assurunces Promptly following a demand made by a party, the other party will execute, delver,
file and record any financing statement, specific assignment or other document and take any other action that may

be necessary or desirable and reasonably requested by that parly to create, preserve, perfect or validate any

secunity interest ar lien granted under Paragraph 2, {o enable that party 1o exercise or enforce its nghts under this

Annex with respect to Posted Credn Support or an Interest Amount or to etfect or document 3 releage of a
securily interest on Posted Collateral or an Interest Amount

ct Further Protection  The Pledgor will promptly give notice to the Secured Party of, und defend agamst,
any swit aution proceeding or hen that tnvolves Posted Credit Support Transferred by the Pledgor or that could
adversely atfect the sceunity interest and lien granted by 1t under Paragraph 2, unless that suit, achion, proceeding
or lien resuhs from the exercise of the Secured Party's rights under Paragraph 6(c)

(dy Gueid Farth and Commercially Reasonable Manncr Performance of all obhigations under this Annex,
mcluding, but not imited 1o, all calculanons, valeations and determinations made by enther party, will be made
 good faith and in a commercially reasonable manner

(e} Demands and Notices  All demands and notices made by a party undir this Annex will be made as
specificd 1n the Mouces Section of this Agreement, except as otheiwise provided i Paragraph 13

(N Speuificanons of Certarn Matters  Anything referred to mn this Anpex us being specified in Paragraph
{3 also may be speurfied 1in one or more Confirmations or other documents and this Annex will be construed
accordingly
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Paragraph 12 Definitions

As used in this Annex —

“Cash™ means the lawful currency of the United States of Amenica.
“Credit Support Amount™ has the meamng specified m Poragraph 3
“Custodian™ has the meaming specified in Paragraphs 6{b)(i) and 13
“Delrverv Amount” has the meaning specified in Paragraph 3(a}
“Disputing Party™ has the meaning specified in Paragraph 5

“Dustributions™ means with respect to Posted Collateral other than Cash, all principal, interest and other payments
ang distrsbutions of cash or other property with respect thereto, regardless of whether the Secured Party has
disposed of that Posted Collateral under Paragraph f(c) Distributions will not include any item of property
acquired by the Secured Party upon any disposition or higudation of Pasted Collateral or, with respect to any
Posted Collateral in the form of Cash, any distributions on that collateral, unless otherwise specified herein

“Eligible Collateral” means with respect to a party the items 1f any, specified as such for that party in
Paragraph 13

“Eligible Credit Support”™ means Eligtble Collateral and Cther Ehgible Support

“Exposure™ means for any Valuanon Date or other date for which Exposure 15 calculated and subject to
Paragraph 5 in the case of a dispute, the amount, 1f any, that would be payable to a party that 1s the Secured
Party by the other party (expressed as o positive number) or by a party that 1s the Secured Party to the other party
texpressed as o negative number) pursuant to Section 6(e){n){2)A) of this Agreement as If all Transactions {or

Swap Tansactions) were being terminated as of the refevant Valuation Time, provided that Market Quotation
will be determined by the Valuation Agent using its estimates at mid-market of the ameounts that would be paid
for Replacement Transactions (as that term s defined in the definttion of “Market Quotation ‘)

“Independent Amount™ means, with respect to o party, the amount specified as such for that party 1n Paragraph
13, 1f no amount 1s specified zero

“Interest Amount™ means, with respect 1o an Interest Period, the aggregate sum of the amounts of interest
calculated for each day in that Intercst Penod on the principal smount of Pested Collateral in the form of Cash
held by the Secured Party on that day, determined by the S8ecured Purty for each such day as follows

(%) the amount of Cash on that day, mutuphed by
1y} the Interest Rate in effeut for that day, divided by
tzy 360

“Interest Poriod” means the period from (and incfuding) the last Local Business Day on which an Interest
Amount was Transferred [or, if no Interest Amount has vet been 1 ransferred. the Locol Busimess Day on which
Posted Collateral in the form of Cash was Transferred to or received by the Secured Party) to (but excluding)
the Local Business Day on which the current Interest Amount 1s 1 be Transferred

“Interest Rate™ means the rate specified i Paragraph 13

“Local Buviness Dup™, unless othergise specified in Paragraph 13 has the meaming specilied in the Defimtons
Section of this Agreement, evcept that references 10 a payment i clause (b thereof will be deemed to include
o« Transfer under this Anncx
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“Minumum Transfer Amound™ means, with respect to a party, the amount specified as such for that party in
Paragraph 13, 1f no amount s specified, zero

“Notification Tune™ has the meaning specified i Paragraph 13

“Obliganions™ means, with respect to a party, all present and future obhgations of that party under this Agreement
and any additional obhgations specified for that party in Paragraph 13

“Other Eligible Support™ means, with respect to a party, the stems, if any, specified as such for that party
Paragraph 13

“QOther Posted Support™ means all Other Ehgible Support Transferred to the Secured Party that remains in effect
for the benefit of that Secured Party

“Pledgor® means either party, when that party (1) receives a demand for or is required to Transfer Eligible Credit
Support under Paragraph 3(a) or (1:} has Transferred Eligible Credit Support under Paragraph 3(a)

“Posted CollateraP* means all Ehgible Colfateral, other property, Distnbutions, and all proceeds thereof that have
been Transferred to or received by the Secured Party under thus Annex and not Transferred to the Pledgor
pursuant to Paragraph 3(b), 4(d)n} or 6(d)(1) or released by the Secured Party under Paragraph 8  Any Interest
Ameount or portion therenf not Transferred pursuant to Paragroph 6(d)(n1) will consutute Posted Collateral mn the
form of Cash

“ Posted Credit Support™ means Posted Collateral and Other Posted Support

“Recalculanton Date™ means the Valuation Date that gives rise to the dispute under Paragraph 5, provided,
howerer, that 1f a subsequent Valuation Date occurs under Paragraph 3 prior to the resolution of the dispute, then
the “Pecalculation Date™ means the most recent Valuation Date under Paragraph 3

“Resotution Trme™ has the meaning specified in Paragraph 13
“Return Amount™ has the meanmg speaified 1n Paragraph 3(b)

“Secured Party™ means either party, when that party {i) makes a demand for or 15 entitled to rcceive Lligible
Crednt Support under Paragraph 3(a) or (1) holds or 15 deemed to hold Posted Credst Support

“Speciyfied Condition” means with respect o a party, any event specified as such for that party in Paragraph 13
“Substitute Credut Support™ has the meaning specified m Poragraph 41 1)
“Substrution Date™ hag the meaning specified in Paragraph 4(J)(n}

“Threshold™ means, with respect to a party, the amount specified as such for that party 1n Paragraph 13, if no
amount is specified ziro

“Trunsfer™ means, with respect to any Eligible Credit Support, Pested Credit Support or Interest Amount and
1n accordance with the instructions of the Secured Party, Pledgor or Custodian as applicable

1) 1n the case of Cash. paymunt or delivery by wire transter into one or more bank accounts specified
by the recipient,

i) n the case of certificated securitics that cannot be paird or delivered by book-entry, payment or
deilvery i appropniate physicai form to the recipient or s accuunt accompamied by any duly evecuted
mstruments of trans fer, assignments in blank transfer tax stamps and any other documents necessary 10
ronstitute u lepally valid transfer to the reciprent

(1) 1 the vase of secunities that can be pad or delivered by book-entry, the giving of written instrsctions
to the relevant depository instiution or other entity specified by the recipient, together with a written
copy therenf to the recipient, sufficient 1f complied with to result in o legally effective transfer of the
relevant interest 1o the recypoent, and

{1v} m the case of Other Eligible Support or Other Posted Support, s specified in Paragrapb 13

a ISDAE 1404



*“ Valuation Agent™ has the meanmng specified in Paragraph 13

“ Valuation Date™ means each date specified in or otherwise determined pursuant to Paragraph 13
“Valuation Percentage™ means for any item of Eligible Collateral, the percemage specified in Paragraph 13
“Valuation Time” has the meaming specified 1n Paragraph 13

“Value™ means for any Valuation Date or other date for which Value 1s calculated and subject to Paragraph §
in the case of a dispute, with respect to

(1} Eligible Collateral or Posted Collateral that 1s

(A) Cash, the amount thereof, and

{B} asecunty, the bid price obtoined by the Valuatton Agent multiplied by the applicable Valuation
Percentage, if any,

(1) Posted Collateral that consists of items that are not spectfied as Eligible Collateral, zero, and

(t1) Other Ehgible Support and Other Posted Support, as specified in Paragraph 13

10 ISDA® 1994
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CREDIT SUPPORT ANNEX

dated as of August [ ], 2008

between
Deutsche Bank AG, . .
New York Branch and City of Austin, Texas
(“Pﬂl’fy A (”PHI’I_‘}' B}
to the Schedule to the
ISDA Master Agreement

{Local Currency — Single Jurisdiction)
deemed entered into and binding pursuant to that certain
Replacement Transaction Agreement by and between
Deutsche Bank AG, New York Branch
City of Austin, Texas and
Morgan Keegan Financial Products, Inc.
dated as of August [ ], 2006

[ISDA PRE-PRINTED FORM TO BE INSERTED]

Paragraph 13, Elections and Varmbles

{a)

(b)

Security Interest for “Obligations” The term "Obligations™ as used in this Annex
includes no additional obligations with respect to Party A and Party B

Credit Support Obligations

(1) Delivery Amount, Return Amount and Credit Support Amount.

(AY  “Delivery Amount” will have the meaning specified in Paragraph 3(a)
tB)  “Return Amonnt” will have the meaning specified m Paragraph 3(b)
(C)  “Credu Support Amount” will have the meaning specified in Paragraph 3

(1)  Ebhwible Collateral The following stems will quahify as “Eligble Collateral™

Collaterat Type Valuation Percentage

USActive 13267352 2
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(A) Cash, in the form of U S Dollars 100%

(B)  negotiable debt obligations 1ssued by the U S, 99%
Treasury Department having remaining
maturities of not more than one year (*Treasury
Bills™)
(C)  negotable debt obligations 1ssucd by the U S 98%
Treasury Department having remaining
maturities of more than one year but not more
than ten years (“Treasury Notes™)
{D}  negotiable debt gbligations 1ssued by the U § 926%
Treasury Department having remaining
maturtties of more than ten years {“Treasury
Bonds™)
(E}  negotiable debt obhgations 1ssued by the 06,
Federal National Mortgage Association, the
Government National Mortgage Corporation the
Federal Home Loan Mortgage Corporation,
provided, however, that such secunities may not
be (a) multi-¢lass or mulh-branch secunities or
(b) paymg mterest or principal only (*Agency
Securtties™)

(m)  Other Ehgible Support, There shall be no “Other Eligible Support” for purposes
of this Annex

(tv}  Thresholds

(A)y  “Independent Amount” shall mean (1} with respect to Party A, none and
() with respect to Party B, none

(BY  “Threshold” means. (1) with respect to Party B, not applicable, and (11)
with respect to the Party A, the amounts determined on the basis of the
lowest of the ratings assigned to the long-term, unsecured, unenhanced
and unsubordinated indebtedness (the “Credit Ratings™) of the Pledgor set
forth 1n the following table, prowvided, however, that if (1) the Pledgor has
no Credit Rating from any two rating agencies, or {u} an Event of Default
has occurred and 1s continumg with respect to the Pledgor, then the
Threshold shall be U S §0

CREDIT RATING THRESHOLD
{S&P / Moody's) {Pledgor)
A-/A3 or above Infimte
BBB+/Baal £10.000,000
BBB/Baa2 $5,000,000
BBB-/Baa3 or below or not Zero
rated

USActive 13267352 2



(c)

{d)
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(C)  “Minimum Transfer Amounft” means means. with respect to Party A, the
amounts set out in the chart below determined on the basis of the lower of
the ratings assigned by either S&P (or 1ts successors or assigns) or
Moody's (or its successors or assigns) to the long term. unsecured and
unsubordinated debt of Party A and, means with respect to Party B, the
amounts set out in the chart below determuined on the basis of the lower of
the ratings assigned by either S&P (or its successors or assigns) or
Moody’s (or 1ts successors or assigns) to the Bonds; provided, however,
that 1f an Event of Default has occurred and 15 continuing with respect to a
party. the Mimmum Transfer Amount for such party shall be $0

S&P Moody’s Mimumum Transfer Amount
BBB+and above Baal and above $1.000,000
BBEB or below Baa? or below $100.000

(D)  Roupding With respect to Transfers to be made by the Pledgor, the
Delivery Amount will be rounded up to the nearest integral multiple of
U S $10,000 With respect to Iransfers 1o be made by the Secured Party,
the Return Amount will be rounded down to the nearest integral multiple
of US $10,000

Valuation and Timing

(1) “Valuation Agent” means, for purposes of Paragraphs 3 and 5, the party making
the demand under Paragraph 3, for purposes of Paragraph 6(d). the Secured Party
recerving or deemed to recetve the Distnbutions or the Interest Amount, as
applicable, and for purposes of Paragraph 4(d), the Secured Party for purposes of
calculating the Value in connection with substitutions

{n) “Valuation Date” means any Local Business Day designated by the parties,

{m)  * Valuation Tune” means the close of business on the Local Busiess Day
preceding the Valuation Date or date of calculation, as appheable

(rv)  “Nettfication Tune” means hy 1 00 pm, New York time, on a Local Business
Day

Conditions Precedent  With respect 1o Party A an IHegality and any Addiional
Termination Event (if Party A 1s the Affected Party with respect to such Additional
Termination Eveat) will be a “Specified Conditton ° With respect to Party B, an
lllegality and any Additional Termination Event (1t Party B 15 the Affected Party with
respect to such Additional Tenmination Event) will be a “Specified Condition
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(¢)  Substitution.
(1) “Substitution Date” has the meaning specified in Paragraph 4(d)(n)
(u)  Consent Inapplicable

(H Dispute Resolution.

(1) “Resolution Time” means [ 00 pm, New York time, on the Local Business Day
following the date on which notice 13 given that gives nise to a dispute under Paragraph 5.

(n)  Value For the purpese of Paragraphs 5(1)(C) and 5(n), the Value of Posted Credit
Support other than Cash will be calculated as follows With respect to any Eligible
Collateral except Cash, the sum of (I} (x) the mean of the high bid and low asked prices
quoted on such date by any principal market maker for such Ehgible Collateral chosen by
the Disputing Party, or (y) if no quotations are available from a principal market maker
for such date, the mean of such high bid and low asked prices as of the first day prior to
such date on which such quotations were available, and (II) the accrued interest on such
Eligible Collateral (except to the extent Transferred to a party pursuant to any applicable
provision of this Annex or included in the applicable price referred to in (I)) as of such
date, multiplied by the apphicable Valuation Percentage

(1)  The provisions of Paragraph 5 will apply
(g)  Holding and Using Posted Collateral

() Ehgibility to Hold_Posted Collateral, Custodians The Secured Party wall be
entitled to hold Posted Collateral (1) itself pursuant to Paragraph 6(b), provided
that 1t is not a Defaulting Party or (11} through a Custodian pursuant to Paragraph
6(b), provided that the Custodian 1s a Bank (as defined in the Federal Deposit
Insurance Act) whose rating with respect to 1ts long term unsecured,
unsubordinated indebtedness 1s at least “A” by S&P or “A2™ by Moody's

(1)  Use of Posted Collateral The provisions of Paragraph 6(c) will apply

(h)  Dustributions and Interest Amount

{1) Interest Rate  The Interest Rate for any day means the Federal Funds Overnight
Rate For the purposes hercof, “Federal Funds Overnight Rate” means, for any day, an
tnterest rate per annum equal to the rate published as the Federal Funds Effective Rate that
appears on Telerate Page 118 for such day

(1} Transfer of Interest Amount The Fransfer of the Interest Amount wall be made on
the last Local Business Day of each calendar month and on any Local Business Day that
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Posted Collateral in the form of Cash 15 Transferred to the Pledgor pursuant to
Paragraph 3(b)

(1))  Alternative to Interest Amounts The provisions of Paragraph 6(d)(n) will apply
Additional Representations None
Other Eligible Support and Other Posted Support

“Value” shall have no meaning with respect to Other Ehygible Support and Other Posted
Support

“Transfer” shall have no meaning with respect to Other Eligible Support and Other
Posted Support

Demands and Notices

All demands, specifications and notices made by a party to this Annex will be made
pursuant to Section 12 of this Annex, unless otherwise specified here

With respect to Party A

Deutsche Bank AG. New York Branch

60 Wall Street

New York, NY 10005

Attention Collateral Management and Valnations
Facsimile (212) 797-5922

With respect 1o Party B

City of Austin, Texas

PO Box 2106

Austin, Texas, 78768
Attentron Cuty Treasurer
Facsimile (512)370-3838

Party B Not Obligated To Transfer Eligible Credit Support Party A and Party B agree
that, notwithstanding anything to the contrary n this Annex, mcluding, without
himnations, the recitals, Paragraph 1(b} or Paragraph 2 the definttions in Paragraph 12. or
Table 1 hereof (a) the term "Secured Party" as used in this Annex means only Party B,
(b) the term "Pledgor” as used 1n this Annex means only Party A, (¢} only Parly A makes
the pledge and grant mn Paragraph 2. the acknowledgment in the final sentence of
Paragraph 8(a) and the representations i Paragraph 9, and (d) only Party A will be
required to make transfers of Eligible Credit Support under this Annex

Additional Definitions

USAchive 13267352 2
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“Agreement” means an ISDA Master Agreement (1992 Local Currency — Single
Junisdiction), between Party A and Party B (together with the Schedule thereto and this
Annex) that Party A and Party B have agreed to be bound by and have been deemed to
have entered into, having terms 1dentical to those of the Initial Agreement (other than this
Annex), but for certain modtfications set forth mn the Replacement Transachion
Agreement

“Imitial Agreement” means the ISDA Master Agreement (1992 Local Currency - Single
Jurisdiction), dated as of August [ ], 2008, between Party B and Morgan Keegan
Financial Preducts, Inc , together with the Schedule thereto

“Inittal Transaction” means each Transaction entered into pursuant to the Imtial
Agreement

“Replacement Transaction Agreement” means the Replacement Transaction Agreement.
dated as of August [ ], 2008, by and between Morgan Keegan Financial Products, Inc,
Party A and Party B

“Replacement Transactions™ means Transactions {other than the option granted by
Party A to Party B) entered into pursuant to the Agreement, 1dentical in their terms to all
Imtial Transactions except as otherwise specified 1in Paragraph 2(a) of the Replacement
Transaction Agreement

tn)  Expesure The defimtion of “Exposure™ in Paragraph 12 of this Annex 1s amended to
add the following sentence at the end of such definition

“Notwithstanding the foregomng, unless and until erther (1) the option granted by
Party A to Party B under the Agreement, pursuant to Paragraph 2(a) of the
Replacement Transaction Agreement, 15 exercised or (i1) the Initial Agreement
and all Initial Transactions thereunder are assigned by Morgan Keegan Financial
Products, Inc 1o Party A pursuant to Part 4(m)(1) of the Schedule to the Imtial
Agreement, Exposure means for any Valvation Date or other date for which
Exposure 1s calculated and subject to Paragraph 5 1n the case of a dispute, the
amount, 1f any, that would be payable to a party that 15 the Secured Party by the
other party (expressed as a positive number) or by a party that is the
Secured Party to the other party (eapressed as a negative number) pursuant to
Section 6{e){up 2 A) of the Agreement as if (a) the option granted by Party A 1o
Party B under the Agreement, pursuant to Paragraph 2(a) of the Replacement
Transaction Agreement, had been exercised and Replacement Transactions had
become effective thereunder, and (b) all such Replacement Transactions under the
Agreement were bemng terminated as of the relevant Valuation Time, provided
that Market Quotation will be deterrmned by the Valuation Agent using s
estimates at mid-market of the amounts that would be paid for Replacement
Transactions (as that term 15 defined i the defimtion of “Market Quotation™) ™
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(0)  Assigmment of the Initial Agreement In the event the Initial Agreement and all Imtial
Transactions thereunder are assigned by Morgan Keegan Financial Products, Inc to
Party A pursuant to Part 4(m)(1) of the Schedule to the Imtial Agreement. Party A and
Party B agree that this Annex shall constitute a Credit Support Annex to the Imnal
Agreement as such Imtial Agreement 1s assigned and modified pursuant to the
Replacement Transaction Agreement

Please confirm your agreement to the terms of the foregoing Paragraph 13 by signing
below

DEUTSCHE BANK AG, NEW YORK BRANCH

By
Name
Title

By
Name
Tatle

CITY OF AUSTIN, TEXAS

Name
Title

USActive 13267352 2
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EXHIBIT C/July 24, 2008

REIMBURSEMENT AGREEMENT

By and Between

CITY OF AUSTIN, TEXAS

and

DEXIA CREDIT LOCAL,
acting through 1ts New York Branch

Relating to

3
City of Austin, Texas
Hotel Occupancy Tax Subordinate Lien Variable Rate Revenue Refunding Bonds,
Sertes 2008

Dated as of Auyusi 1, 2008
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REIMBURSEMENT AGREEMENT

THIS REIMBURSEMENT AGREEMENT dated as of August 1, 2008 (together with any
amendments or supplements hereto, this "Adgreement”), 1s made by and between the City of
Austin, Texas (the “City™ and Dexia Credit Local, acting through 1ts New York Branch (the
“Bank’)

WITNESSETH:

WHEREAS. the City mtends to 1ssue $ agpgregate principal amount of its
Hotel Occupancy Tax Subordinate Lien Vanable Rate Revenue Refunding Bonds, Senes 2008

consisting of $§ , Subsenes 2008A and $ . Subsenes 20088
(collectively, the “Bonds ™). pursuant to that certan Ordinance No 20080724-_ adopted on
July 24 2008 (“Ordmance™), and the Pncing Certificate related thereto executed . 2008,
and

WHEREAS. the City has requested the Bank to 1ssue a letter of credit for the payment by
the Paying Agent/Regstrar, when and as due, of the principal of, the purchase price and interest
on the Bonds, and to provide a liqudity facthty mn the form of a Drawing under the Letter of
Credit, and

WHEREAS, the Bank 1s wilhng to 1ssue such letter of credit and to provide such hqudity
facility upon the terms and conditions provided herein,

Now THEREFORE, in consideration of the premmses and the mutval agreements herein
contained, the Crty and the Bank agree as follows

ARTICLE 1.
DEFINITIONS
Section 1 01 Defimnnons  As used in this Agrecinent
"ddvance " has the meaning set forth 1n Section 2 03(a) hereof
“dgreement " means tis Reimbursement Agrecment, as amended and supplemented
Alternate Liqradity Fucthitv ™ has the meaning set forth in Appendix A to the Ordinance

“dmartizanen Commencement Date " means, with respect to each Bank Certificate, the
earher to occur of (a) 180 days from the related Purchase Date and (b) the Termunation Date,
provided, however, that an Amortization Commencement Date shall occur only if {x) no Default
or Event ot Default shall have occurred and be continuing on any Amortization Commencement
Date and (y) all representations of warranties contained 1n Article IV hereof are true and correct
on any Amortization Commencement Date

“dmortization Ead Date " means the earliest to oceur of (a) the fifth (5thy anniversary ot
the date the related Advance was made, {b) the Conversion Dute and (c¢) the Substitution Date
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“Amortization Payment Date” means (a) the first Business Day of the sixth calendar
month immediately succeeding the Amortization Commencement Date and the first Business
Day of each sixth calendar month occurnng thereafler pnor to the Amortizahon End Date and
(b} the Amortization End Date

“Available Amount " has the meaning set forth 1n the Letter of Credit.
“Bank ' has the meaming set forth 1n the introductory paragraph hereof.
"Bank Bonds " means the Liquudity Provider Bonds as defined in the Ordmance

“Bank Rate' means the rate of interest per annum wath respect to an Advance (a) for any
day commencing on the date such Advance 1s made up to and including the sixtieth (60th) day
next succeeding the date such Advance was made equal to the greater of (1) the Base Rate from
time to time 1n effect or (1) the Maximum Bond Interest Rate. (b) for any day commencing on
the sixty-first (61st) day next succeeding the date such Advance 1s made vp to and mcluding the
ninetieth (90th) day next succeeding the date such Advance was made equal to the sum of the
Base Rate from time to time in effect plus one percent (1 00%5). and (c) for any day commencing
on the minety-first (21st) day next succeeding the date such Advance 1s made and thereafter equal
to the sum of the Basc Rate from time to time m effect plus two percent (2 00%), provided,
however that immedately and automatically upon the occurrence of an Event of Default (and
without any notice gven with respect thereto) and dunng the continuance of such Event of
Default, “Bank Rate™ shall mean the Default Rate Notwithstanding the foregomg, m no
mstance shall the Bank Rate ever be less than the interest rate borne by the Bonds that are not
Bank Bonds

“Base Rate means, for any day, a rate of interest per annum equal to the greater of
{(a) the Pnme Rate 1n effect at such tune or (b) the Federal Funds Rate i effect at such time plus
1 0%.

“Bond Counsel” means Fulbnght & Jaworski LL P (or any other nationaily recognized
bond counsel selected by the City)

“Bond Purchase Agreement " has the meaning set forth in the Ordinance
“Bonds " has the meaning set forth in the recitals hereof

“Business Day’ has the meaning set forth in the Ordinance

"Cap Inter est Rute " has the meaning set forth mn the Letter of Credit
“Crty " has the meaning set forth m the recitals hereof

"Closing Date” means the date on which the Letter of Credit 15 1ssued

‘Code " means the Internal Revenue Code of 1986, as amended
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"Comversion Duate " means the date on which the interest rate or all of the Bonds has been
converted to bear interest at a rate other than a Covered Mode

“Covered Mode " means the Weekly Mode

“Debt" of any Person means at any date, without duplication, (a) all obligations of such
Person for borrowed money, (b) all obligations of such Person evidenced by bonds, debentures,
notes or other similar 1struments, {c) all obhigations of such Person to pay the deferred purchase
price of property or services. except trade accounts payable ansing 1n the ordinary course of
business, (d) all obligations of such Person as lessee under capital leases, (e) all Debt of others
secured by a lien on any asset of such Person, whether or not such Debt 15 assumed by such
Person, and (f) all Guarantees by such Person of Debt of other Persons

“Default” means any condition or event which with the giving of notice or lapse of time
or both would, unless cured or warved, become an Event of Default

“Default Rate” means a fluctuating mterest rate per annum equal to the sum of the Base
Rate from time to time 1n effect plus three percent (3 00%).

“Drawing " means and mcludes an Interest Drawing, a Ligmdity Drawing, a Redemption
Drawing and a Stated Matunty Drawing

“Event of Default has the meaning set forth 1n Section 6 01 hereof
“Facility Fee” means the fee payable to the Bank pursuant to Section 2 05(a) hereof
“Fuvorable Opimion of Bond Counsel™ has the meaning set forth in the Ordinance

“Federal Funds Rute” means, as of any date of calculation thereof. a rate of interest per
annum equal to the interest rate (rounded upwards, 1if necessary, to the nearest 1/16 of 1%)
offered 1n the mnterbank market to the Bank as the overmight Federal Funds Rate at or about
1000 am (New York time) on such date (or if such dat¢ 1s not a Business Day, the next
preceding Business Day)

“Fitch " means Fitch Ratings, Inc or any successor thereto

“"GAAP" means generally accepted accounting principles n the Umited States as in effect
from time to time, apphed by the City on a basis consistent with the City’s most recent financia
statements furnished to the Bank pursuant to Section + 12 hereof

"Governmental Authority” means any national, state or local government (whether
domestic or foreign), any political subdivision thereof or any other governmental quasi-
governmental, judicial, public or statutory instrumentalty, authonty. body, agency, bureau or
entity (including any zoning authonty, the Federal Deposit Insurance Corporation or the Federal
Reserve District, any central bank or any comparable authonty). or any arbitrator with authonty
to bind a party at faw
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“Gross Available Amount™ means, as of any date, the Available Amount without taking
nto account any temporary reductions thereto m effect on such date

“Interest Drawing” means a drawing under the Letter of Credit resulung from a
presentation of a certificate by the Paying Agent/Registrar to the Bank in the form of Exlubit C
to the Letter of Credit

“Letter of Credit” means the rrevocable transferable direct-pay letter of credit 1ssued by
the Bank for the account of the City in favor of the Paymg Agent/Regstrar supporting the
Bonds, 1n the form of Appendix I hereto with appropnate insertions. as amended.

“Liquidity Drawing” means a drawing under the Letter of Credit resulting from the
presentation of a certificate by the Paying Agent/Regstrar to the Bank 1n the form of Exiubit E
to the Letter of Credit.

“Ordminance " has the meaning set forth n the recitals hereof

“Material Adverse Effect’” means a matental adverse effect on the abihity of the City to
perform any of its obligations under this Agreement

“"Maximumn Bond Interest Rate” means higher of (1) 12% or (u) the highest rate
permitted on the Bonds pursuant to the Ordinance

“Maximum Lawfil Rate” mcans the maximum “net effective interest rate™ allowed under
Texas law, currently codified as Chapter 1204, Texas Government Code, as amended

“Maximum Rate” means, with respect to each Bank Bond and any other Obligation due
and payable hereunder. the lesser of (1) the maximum non-usunous interest rate permytted by
apphicable law, and {11) 25% per annum

"Moodv s " means Moody's Investors Service, Inc and 1ts successors and assigns
"Obligations " means the Reimbursement Obligations (which includes amounts owing to
the Bank evidenced by Bank Bonds), the Facility Fees and other obligations of the City to the

Bank ansing under or in relatton to this Agreement

“Officral Stutement” means the Official Statement dated August 7, 2008, relating to the
Bonds

' Ordinance " has the meaning set forth in the recitals hereof

“"Onginal Stated Amount " has the meaning set forth i Section 2 01 hereof
“Purity Bonds has the meaning set forth in the Ordinance

“Parity Obhigations " has the meaning set forth in the Ordinance

"Paving Agent/Registrar " has the meamng set forth 1n the Ordinance

-
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“Payment Account” means the following account, ot such account as may be designated
by the Bank 1n wnting to the City and the Paying Agent/Registrar  Citibank, N A | Account No
36240356, ABA No 021000089, in favor of Dexia Credit Local, New York Branch, Reference
F-0743B City of Austin, Texas Hotel Occupancy Subordinate Lien Vanable Rate Revenue
Refunding Bonds, Senes 2008

“Person"” means an individual, a corporation, a partnership, an association, a limted
liability company, a trust or any other entity or orgamzation, including a government or political
subdivision or any agency or instrumentality thereof

“Pledged Revenues ™ has the meamung given such term 1n the Ordinance

“Prime Rate ™ means, for any day, the per annum rate of wmterest for such day announced
by the New York Branch of the Bank from time to time as 1ts base rate for commercial lending
or prime rate (1t being understood that such base rate for commercial lending or pnme rate may
not be the best or lowest rate offered by the New York Branch of the Bank) Each change 1n the
Prnime Rate shall take effect at the tune of such change in the base rate for commercial lending or
prnime rate as the case may be

“Program Documents " means this Agreement, the Letter of Credit, the Remarketing
Agreement the Paying Agent/Registrar Agreement, the Tender Agent Agreement, the Bonds, the
Ordinance, the Series 2008 Interest Management Agreement and any documents related thereto.

“Rating Agencres " means Moody's, Fitch and S&P

“Redempiion Drawing ™ means a drawing under the Letter of Credit resulting from the
presentation of a certificate by the Paywng Agent/Regrstrar to the Bank in the form of Exiubit D
to the Letter of Credit

“Reimbursement Obligations " means any and all obligations of the City to reimburse the
Bank for any Drawings under the Letter of Credit and all obligations to repay the Bank tor any
Advangee, including tn each instance all interest accrued thereon which obligahons are evidenced
and secured by the Bank Bonds

“Remarketing Agents” means together, Bank of Amenca Secunties LLC and Morgan
Keegan & Company, Inc (¢ach a “Remarketing Agent™ and their successors and assigns or any
alternate remarketing agent(s) apponted for the Bonds

'‘Remarketing Agreememt” means the Remarketing Agreements each dated as of
August 1, 2008, between the City and the respective Remarketing Agent, as amended or
supplemented from tme to time 11 accordance with the terms hereof and thereof

“Serics 2008 Interest Rate Munagement Agreement” has the meanmg set forth in the
Ordinance

"S&P ' means Standard & Poor's Ratings Services, a division of The McGraw-Hill
Companies, Inc , ur any successor thereto
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“State " means the State of Texas
“Stated Expiration Date " has the meamng set forth in the Letter of Credit.

“Stated Matunity Drawing’ means a drawing under the Letter of Credit resulting from
the presentation of a certificate by the Paying Agent/Regstrar to the Bank in the form of
Exhibit F to the Letter of Credit

“Substitution Date " has the meaning set forth in Section 2 03(c) hereof
“Tender Agent ™" has the meamng set forth in the Ordinance
“Termunation Date ™ has the meaning set forth 1n the Letter of Credit
“Term Rate Mode " has the meaning sct forth 1n the Ordinance
“Underwriters " has the mean set forth in the Bond Purchase Agreement
“Weekly Mode ' has the meaning set forth in the Ordinance

The foregoing defimtions shall be equally apphcable to both the singular and plural forms
of the defined terms Any capitalized terms used herein which are not specificaily defined herein
shall have the same meanings herein as in the Ordinance, as applicable All references 1n this
Agreement to times of day shall be references to New York City time unless otherwise expressly
provided herein  Unless otherwise inconsistent with the terms of this Agreement, all accounting
terms shall be interpreted and all accounting determinations hereunder shall be made n
accordance with GAAP

ARTICLE II.

LETTER OF CREDIT

Section 2 01 Issuance of Letter of Credit Upon the tertns, subject to the conditions and
relying upon the representattons and warrantics set forth 1n this Agreement or incorporated
herein by reference. the Bank agrees to issue the Letter of Credit (substantially in the form of
Appendix I hereto) The Letter of Credit shall be 1n the ongmnal stated amount ot
$ {the *Ongmnal Stated Amount™), which 1s the sum of (a) the principal amount
of Bonds outstanding on the Closing Date, plus {b) interest thereon at the Cap Interest Rate for a
penod of 35 days.

Sectron 2 02 Letter of Credit Drawings  The Paymng Agent/Registrar 15 authonzed to
make Drawings under the Letter of Credit 1n accordance with its terms  The City hereby directs
the Bank, to make payments under the Letter of Credit 1n the manner therein provided The City
hereby urevocably approves reductions and reinstatements of the Available Amount with respect
to the Letter of Credit as provided in the Letter of Credit

Section 213 Remmbuwrsement of Certam Dravwings Under the Letter of Credit,
Mundatory Prepavment, Interest
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(a) If the conditions precedent contained 1n Section 3 02 hereof are satisfied at
the time of payment by the Bank of any Liqudity Drawing, each Liquidity Drawing
made under the Letter of Credit shall constitute an advance (“Advance’’) to the City
The City promuses to reimburse the Bank for each Advance on the earhest to occur of
{1) the date on which the Letter of Credit 1s replaced by an Alternate Liqmdity Facility
pursuant to the terms of the Ordmance (the "Substitunon Date ™), (1) the date on which
any Bonds purchased with funds disbursed under the Letter of Credit in connection
with such Liqumdity Drawing are redeemed, prepaid or canceled pursuant to the
Ordinance, {11) the date on which any Bonds purchased with funds disbursed under the
Letter of Credit are remarketed pursuant to the Ordinance, (1v) the date which 1s fifteen
(15) days following the Conversion Date on which all of the Bonds are converted to a
rate other than a Covered Rate, and (v) if the conditions precedent set forth in Section
302 hereof are not satisfied on the Amortization Commencement Date, on the
Amortization Commencement Date The City's obligations to repay each Advance and
to pay mterest thereon as heremafier provided shall be secured by the Bank Bonds
Subject to Section 2 10 and 2 16 hereof, the City also promises to repay to the Bank
nterest on the unpatd pnncipal amount of each Advance from the date such Advance 13
made unti] 1t 18 paid 1n full as provided heremn, at a rate per annum equal to the Bank
Rate from tume to tume 1n effect and shall be payable monthly in arrears on the first day
of each month for the immediately preceding calendar month (commencing on the first
such date to occur after the making of the related Advance), and on the date that the
final principal installment of such Advance 1s payable as heren provided Unless
otherwise paid 1n full on one of the dates provided above, and subject to the conditions
that no Event of Default shall have occurred und be contnuing and that the
representations and warranhies continued in Article IV of the Agreement be true and
correct 1n all matenal respects, tn each case, on the related Amortization
Commencement Date, the pnnecipal of each Advance shall be payable by the City 1n
sermannual installments ( ‘Sermannuul Principal Payments ) on each Amortization
Payment Date, with the final instailment in an amount equal to the entire then
cutstanding principal amount of such Advance due and payable on the Amortization
End Date (the perod commencing on the Amortization Commencement Date and
ending on the Amortization End Date 1s hercin referred to as the "Amorfization
Period' ) Each Semiannual Prancipal Payment shall be that amount of prnincipal which
will result 1n equal {as nearly as possible) aggregate Sermannual Principal Payments
over the apphicable Amortization Penod

(b) Any Advance may be prepaid 1n whole or 1n part on the day such Advance
1s made Any Advance created pursuant to paragraph (a) above may be prepaid 1n
whole or 1n part without premmum or penalty on any other Business Day upon one
Business Day's prior wntten notice

(c¢) Upon the Bank’s reccipt of any payment or prepayment of any Advance,
the amount of such Advance shall be reduced by the amount of such payment or

prepayment.

(d} Upon the Bank's honoring any Liqudity Drawing, the Bank shall be
deemed to have purchased the Bank Bonds 1n respect of which such Drawing 1s made.

-7-
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and the City shall cause the Paying Agent/Registrar to hold such Bank Bonds for the
benefit of the Bank and register such Bank Bonds in the name of the Bank or its
nominee, or to otherwise deliver such Bank Bonds as directed by the Bank pursuant to
the Ordinance Dunng such time as the Bank is the owner of any Bonds, the Bank shall
have all the nghts granted to a Bondholder under the Ordinance and such additional
nghts as may be granted to the Bank hereunder To the extent that the Bank actually
recelves payment 1n respect to principal of or interest on the Bank Bond held by the
Bank, the Advance made in connection with the purchase of such Bank Bond shall be
deemed to have been reduced pro rante, with the Bank crediting any payment on such
Bank Bond received, first to the payment of any outstanding imterest accrued on the
related Advance, and second to the payment of the pnnecipal of such Advance Any
such payment or prepayment to be applied to pnincipal of Advances hereunder shall be
applied to the prepayment of related Advances 1n chronological order of their 1ssuance
hereunder, and within each Advance in inverse order of the principal installments
payable thereon Followmng the occurrence of an Event of Default, any payments
recerved by the Bank hereunder shall be apphed by the Bank to the payment of the
Obhgations n such order as the Bank shall in 1ts sole discretion determine

Section 2 04 Reimbursement of Redemption Drawmgs, Interest Drawings, Stated
Maturity Drawings and Certain Liyuidity Drawings  The City agrees to reimburse the Bank for
the full amount of any Liquidity Drawing (but only if the conditions precedent contamned n
Sechion 3 02 hereof are not satisfied on the date of payment by the Bank of such Liquidity
Drawing) and all Interest Drawings, Redemption Drawings and Stated Matunity Drawings
mmmediately upon payment by the Bank of each such Drawing and on the datc of each such
payment  Subject to the provisions of Scction 216, 1f the City does not make such
resmbursement on such date, such reimbursement obhigation shall bear interest at the Default
Rate

Section 2 ()5 Fees

(a) Facthty Fees The City hereby agrees to pay to the Bank quarterly in
arrears on the first Business Day of cach October, January, Apnl and July commencing
on October 1. 2008, and on the Termunation Date. a non-refundable facihity fee 1n an
amount equal to the rate per annum associated with the Rating, as specified below (the
“Facility Fee Rate™) on the Available Amount of the Letter of Credit (without regard to
any temporary reductions of the Stated Amount of the Letter of Credit) (the “Fuctitty
Fees”) dunng each related perod

LEVEL I\;I{r;fillﬁcs S&P RATING FITCH RATING }IJQEC;{L;T;E
Level 1 A3 A- A- 70%
Level 2 Below A3 Below A- Below A- R5%
Level 3 Below Baal Below BBB Below BBB 110%
Level 4 Below Baa2 Below BBB Below BBB 135%

8-
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Moeoopy’s FITCH RATING FAcCILITY
LEVEL RATING S&P RATING FEE RATE

Level 5 Below Baa3l Below BBB- Below BBB- 3.10%

The term “Rating " as used above shall mean the lowest long-term unenhanced debt
ratings assigned by each of Moody’s, Fitch and S&P te any bonded indebtedness of the City
secured by the same lien on and pledge of the Pledged Revenues as the lien on and pledge of the
Pledged Revenues securing the Bonds In the event of a spht Rating by the Rating Agencies, the
lowest Rating assigned by any Rating Agency shall be used to determine the Facility Fee Rate
Any change 1n the Facility Fee Rate resulting from a change 1n a Rating shall be and become
effective as of and on the date of the announcement of the change in such Rating. References to
ratings above are references to rating categones as presently determuned by the Rating Agencies
and in the event of adoption of any new or changed rating system by any such Rating Agency,
each of the Ratings from the Rating Agency 1n question referred to above shall be deemed to
refer to the rating category under the new rating system which most closely approximates the
applicable rating category as currently in effect The City acknowledges that as of the Closing
Date the Facihity Fee Rate 15 that specified above for Level 1 In the event the Rating assigned
by any of Moody's, Fitch or S&P 15 withdrawn, suspended or otherwise unavanlable, the Facility
Fee Rate shall equal the rate specified above for Level 5 The Facility Fees shall be payabie
quarterly in arrears, together with interest on the Facility Fees from the date payment 15 due until
payment 1n full at the Default Rate

(b) Drawmg Fee The City hereby agrees to pay a drawing fee of $250 to the
Bank for each Drawing under the Letter of Credit

() Amendment Fee The City also hereby agrees to pay to the Bank on the
date of any amendment to this Agreement, the Letter of Credit or any Program
Document for which the consent of the Bank 1s required, an amendment fee of $2,500
plus the reasonable fees of any legal counsel retained by the Bank in connection
therewith

(d) Transfer Fee The City also hereby agrees te pay to the Bank on the date
of each transfer of the Letter of Credit to a successor Paying Agent/Registrar under the
Ordimnance, a transfer fee of 32,500 plus the reasonable fees of any legal counsel
retained by the Bank in connection therewith

Sectron 206 Method of Payment, Eic All payments to be made by the City under this
Agreement shall be made at the Payment Account of the Bank not later than 300 pm,
{(New York City time). un the date when due and shall be made 1n lawful money of the Umted
States of Amenca in freely transferable and immediately avalable funds Any payments
recerved by the Bank later than 3 00 p m (New York time) on any day shall be deemed to have
been paid on the next succeeding Business Day and nterest shall accrue thereon until such next
Business Day at the rate applicable thereto

0.
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Section 207 Termunation of Letter of Credit by the City  Notwithstanding any
provisions of this Agreement to the contrary, the City agrees not to temmnate this Agreement or
the Letter of Credit prior to August 13, 2011, except upon (1)(A) the payment by the City to the
Bank of a termination fee in an amount equal to the Faciity Fees payable pursuant to
Section 2 05(a) hereof {based upon the Stated Amount equal to that in effect on the Closing
Date) for two full calendar years at the Facility Fee Rate in effect as of the date of such
termunation, less the actual amount of Facihity Fees the City has previously paid to the Bank
pursuant to Section 2 05(a) hereof, (B) the withdrawal, suspension or reduction 1n the rating
assigned to the Bank’s semior unsecured short-term obligations by Moody's, Fitch or S&P,
respectively, provided however, that for purposes of this clause (1}(B). the ratings of the Bank
shall be the short-term ratings assigned to the Bonds by Moody’s, Fitch or S&P, respectively on
the date of this Agreement, or (C) the mandatory redemption of all of the Bonds or the
conversion of the interest rate on all of the Bonds to a non-Covered Mode, (1) the payment to the
Bank of all Obligations payable hereunder and (m) City providing the Bank with thirty (30) days
prior written notice of 1ts intent to termunate this Agreement and the Letter of Credit, prowvided
that all payments to the Bank referred to in clause (1}(A) and (u) above shall be made
immediately available funds

Section 2 08 Computation of Interest and Fees All computations of fees and interest
payable by the City under this Agreement shall be made on the basis of a year of 365 or 366
days, as the case may be, and actual number of days elapsed Interest shall accrue during each
penod during whuch interest 1s computed from and including the first day thereof to and
mchuding the last day thereof

Section 209 Pavment Due on Now-Business Day To Be Made on Next Bustness Day I
any sum becomes payable pursuant to thus Agreement on a day which 1s not a Business Day, the
date for payment thergof shall be extended, without penalty, to the next succeeding Business
Day, and such extended time shall be included n the computation of interest and fees

Section 2 10 Lute Payments If the principal amount of any Obligation 1s not paid when
due, such Obligation shall bear interest until paid 1n full at a rate per annum equal to the Default
Rate

Section 2 11 Souice of Funds All payments made by the Bank pursuant to the Letter
of Credit shall be made from funds of the Bank, and not from the funds of any other Person

Section 2 12 Extenston of Stated Exprration Date  If the City, on any date not earher
than sixty days prior to each anmversary of the Closing Date and not later than ninety (90) days
prier to the Stated Expiration Date submuts to the Bank a wntten request for an extension of the
Stated Expiration Date for a peried as specified 1n such wntten request, the Bank will make
reasonable etforts to respond to such request within thirty (30) days after receipt of all
information necessary, in the Bank's rcasonable judgment, to permit the Bank to make an
informed credit decision  In the event the Bank fails to defimtively respond to such request
within such penod of time, the Bank shall be decmed to have refused to grant the extension
requested The Bank may, 1n1ts sole and absclute discretion, decide to accept or reject any such
proposed extension and no extension shall become cffective unless the Bank shall have
consented thereto in wnting  The consent of the Bank, 1f granted, shall be conditioned upon the

-10-
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preparation, executton and dehvery of documentation in form and substance reasonably
satisfactory to the Bank and consistent with this Agreement and the Letter of Credit  If such an
extension request s accepted by the Bank in its absolute discretion, the then current Stated
Expiration Date for the Letter of Credit shall be extended to the date agreed to by the City and
the Bank.

Section 2 13 Net of Taxes, Etc

{a) Taxes Any and all payments to the Bank by the City hereunder shall be
made free and clear of and without deduction for any and all taxes, levies, imposts,
deductions, charges, withholdings or habilities imposed thereon, excluding, however,
taxes imposed on or measured by the net income or capital of the Bank by any
junsdiction or any political subdivision or taxing authonty thereof or therein solely as a
result of a connection between the Bank and such junsdiction or political subdivision
{all such non-excluded taxes, levies, unposts, deductions, charges, withholdings and
liabihties bemng heremafter referred to as “Taxes ™) If the City shall be required by law
to withhold or deduct any Taxes imposed by the Umnited States or any political
subdivision thereof from or 1n respect of any sum payable hereunder to the Bank, (1) the
sum payable shall be increased as may be necessary so that after making all required
deductions (wncluding deductions applicable to additional sums payable under this
Section 2 13}, the Bank receives an amount equal to the sum 1t would have recerved had
no such deductions been made, (11) the City shall make such deductions and (1) the
City shall pay the full amount deducted to the relevant taxation authonty or other
authonty mn accordance with apphcable law  If the City shall make any payment under
this Section 2.13 to or for the benefit of the Bank with respect to Taxes and 1f the Bank
shall claim any credit or deduction for such Taxes against any other taxes payable by
the Bank to any taxing junsdiction in the United States then the Bank shall pay to the
City an amount equal to the amount by which such other taxes are actually reduced,
provided that the aggregate amount payable by the Bank pursuant to this sentence shall
not exceed the aggregate amount previously paid by the City with respect to such
Taxes In addition, the City agrees to pay any present or future stamp, recording or
documentary taxes and any other excise or property taxes, charges or simmlar levies that
artse under the laws of the United States of Amenca or the State of New York from any
payment made hereunder or from the execution or delivery or otherwise with respect to
this Agreement (heremafter referred to as “Other Tuxes™y  The Bank shall provide to
the City within a reasonable time a copy of any wniten notification it receives with
respect to Other Taxes owing by the City to the Bank hereunder, provided that the
Bank's failure to send such notice shall not reheve the City of its obligation te pay such
amounts hereunder

(b}  Remmbursement The City shall, to the extent perrmitted by law, reimburse
the Bank for the full amount of Taxes and Other Taxes includmng any Taxes or Other
Taxes imposed by any junisdiction on amounts payable under this Section 2 13 paid by
the Bank or any hability (including penalties. mterest and expenses) ansing therefrom
or with respect thereto, whether or not such Taxes or Other Taxes were correctly or
legally asserted. prowided that the City shall not be obligated to reimburse the Bank for
any penalties, nterest or expenses relating to Taxes or Other Taxes ansing from the
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Bank’s gross negligence or willful misconduct The Bank agrees to give notice to the
City of the assertion of any claun against the Bank relating to such Taxes or Other
Taxes as promptly as 15 practicable after being notified of such assertion, prowvided that
the Bank's failure to notify the City promptly of such assertion shall not relieve the City
of its obligation under this Section 213 Payments by the City pursuant to this
provision shall be made withain thirty (30) days from the date the Bank makes wntten
demand therefor, which demand shall be accormnpanmied by a certificate describing in
reasonable detail the basis thereof The Bank agrees to repay to the City any refund
(including that portion of any interest that was included as part of such refund) with
respect to Taxes or Other Taxes paid by the City pursuant to this Section 2 13 received
by the Bank for Taxes or Other Taxes that were paid by the City pursuant to this
Section 2 13 and to contest, with the cooperation and at the expense of the City, any
such Taxes or Other Taxcs which the Bank or the City reasonably beheve not to have
been properly assessed

{c) Notice Withmn thurty (30) days after the date of any payment of Taxes by
the City, the City shall furnish to the Bank, the ongnal or a certified copy of a receipt
evidencing payment thereof

(d) Payments All payments to the Bank under this Agreement and the Bank
Bonds shall be made ;mn US Dollars and in immediately available and freely
transferable funds at the place of payment without counterclaim. set-off, condition or
qualification, and free and clear of and without deduction or withhelding for or by
reason or any present or future taxes, levies, imposts, deductions or charges of any
nature whatsoever In the event that the City 15 compelled by law to make any such
deduction or withholding, the City shall nevertheless pay to the Bank such amounts as
will result 1n the receipt by the Bank of the sum they would have recerved had no such
deduction or withholding been required to be made If requested, the Bank shall from
time to tume provide the City, the Paying Agent/Regstrar and the United States Internal
Revenue Service (to the extent such information and forms may be lawfully provided
by the Bank) with such information and forms as may be required by Treasury
Regulations Section 1 1411 or any other such information and forms as may be
necessary to establish that the City 1s not subject to any withholding obhigation under
Section 1442 or other comparable provisions of the Code

(e) Surwval of Obliganons  The obligations of the City under this
Section 2 13 shall survive the termuination of this Agreement

Section 2 14 Increased Costs

{a) If the Bank shall have determined that the adoption or inplementation of,
or any change n, any law, rule, treaty or regulation, or any pohcy, gwdeline or
directive of, or any change in the interpretation or admmistration thereof by any court,
central bank or other administrative or governmental authenty (in each case, whether or
not having the force of law} (collectively a ' Change m Law'} or compliance by the
Bank with any request or dwective of any such court, central bank or other
admurustrative or governmental authonty (whether or not having the torce of law), shall
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(A) change the basis of taxation of payments to the Bank of any amounts payable
hereunder (except for taxes on the overall net income of the Bank), (B) umpose, modify
or deem applicable any reserve, special deposit or similar requirement agamnst making
or maintaimng 1ts obligations under this Agreement or assets held by, or deposit with or
for the account of, the Bank, (C) impose on the Bank any other condition regarding this
Agreement, or {D) limit the deductibility of interest on funds obtained by the Bank to
pay any of its hhabilities or subject the Bank to any tax, duty, charge, deduction or
withholding on or with respect to payments relating to the Bonds or this Agreement, or
any amount paid or to be paid by the Bank hereunder (other than any tax measured by
or based upon the overall net ncome of the Bank mmposed by any jurtsdiction having
control over the Bank); and the result of any event referred to n clause (A), (B), (C) or
(D) above shall be to wncrease the cost to the Bank of making or mamtaimng 1ts
obligations hereunder, or to reduce the amount of any sum received or receivable by the
Bank hereunder, then, the City shall pay to the Bank, at such time and 1 such amount
as 18 set forth in paragraph (c) of this Sectron 2 14, such additional amount or amounts
as will compensate the Bank for such ncreased costs or reductions 1n amount

(b) If the Bank shall have determined that the adoption or implementation of,
or any change in, any law, rule or regulation, or any pohicy, guidehne or directive of, or
any change 1n the interpretation or admurustration thereof, by, any court, central bank or
other administrative or governmental authonty, or comphance by the Bank with any
directive of or gmdance from any central bank or other authonity (1n each case, whether
or not having the force of law), shall impose, modify or deem applicable any capital
adequacy or similar requirement (including, without lmmuitation, a request or
requirement that affects the manner in which the Bank allocates capital resources to its
commitments, mncluding its obligations under lines of credit) that either (A) affects or
would affect the amount of capital to be matntamed by the Bank or (B) reduces or
wouid reduce the rate of return on the Bank's capital to a level below that which the
Bank could have achieved but for such circumstances (taking into consuideration the
Bank's policies with respect to captal adequacy) then, the City shall pay to the Bank, at
such time and 1n such amount as 18 set forth 1n paragraph (c) of this Section, such
additional amount or amounts as will compensate the Bank for such cost of maintaining
such increased capital or such reduction the rate of return on the Bank's capital

(c) All payments of amounts referred to in paragraphs (a) and (b) of this
Section shall be due and payable thirty (30) days following the City’s receipt of notice
thereof Interest on the sums due as descnibed in paragraphs (a) and (b) of this Section,
and 1n the preceding sentence, shall begin to acurue from the date when the payments
were first due and shall otherwise be payable 1n accordance with Section 2 03 hereof.
provided, that from and after the requuired date of payment, interest shall begin to accrue
on such obligations at a rate per annum equal to the Default Rate until such dehinquent
payments have been pard 1 full A certificate as to such nureased cost. mereased
capttal or reduction 1n return incurred by the Bank as a result of any event mentioned 1n
paragraphs (a) or (b) of this Section sctting forth, 1n reasonable detail, the basis for
calculotion and the amount of such calculatron shall be submutted by the Bank to the
Crty and shall be conclusive (absent manifest error) as to the amount thereof In
making the determinations contemplated by the above referenced certificate, the Bank
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may make such reasonable estimates, assumptions, allocations and the like that the
Bank 1n geod faith determines to be appropriate

Secion 215 Margin Regulations. No portion of the proceeds of any Drawings under
the Letter of Credit shall be used by the City (or the Paymng Agent/Registrar or any other Person
on behalf of the City) for the purpose of “purchasing™ or “carrymng™ any margin stock or used in
any manner which might cause the borrowing or the application of such proceeds to violate
Regulation G, Regulation U, Regulation T, or Regulation X of the Board of Governors of the
Federal Reserve System or any other regulation of the City or to violate the Secunties Exchange
Act of 1934, as amended, 1in each case as in effect on the date or dates of such Drawings or
Advances and such use of proceeds

Section 2 16 Maximum Rate, Pavment of Fee. If the rate of interest payable hereunder
shall exceed the Maximum Rate for any pented for which interest 1s payable, then (a) interest at
the Maximum Rate shall be due and payable wath respect to such interest period, and (b) interest
at the rate equal to the difference between (1) the rate of interest calculated 1n accordance with
the terms hereof without regard to the Maximum Rate and (1) the Maximum Rate (the "Excess
Interest'™, shall be deferred unti] such date as the rate of interest calculated in accordance with
the terms hereof ceases to exceed the Maximum Rate, at which time the City shall pay to the
Bank, with respect to amounts then payable to the Bank that are required to accrue nterest
hereunder, such portion of the deferred Excess Interest as will cause the rate of iterest then paid
to the Bank to equal the Maximum Rate, which payments of deferred Excess Interest shall
continue to apply to such unpaid amounts hereunder until all deferred Excess Interest s fully
paid to the Bank Upon the date all Reimbursement Obligations are payable hereunder following
the termunation of the Letter of Credit, 1n consideration for the hmmtation of the rate of interest
otherwise payable hereunder, the City shall pay to the Bank a fee equal to the amount of all
unpaid deferred Excess Interest (the “Excess Interest Fee™), provided however, 1f 1 the opinton
of a nationally recogmzed bond counsel firmn or bank counsel firm the Excess Interest Fee 1s
deemed "interest," the payment of such Excess Interest Fee shall be hmited so that after giving
effect to such payment the net eftective interest rate on the Bonds will not exceed the Maximum
Lawful Rate when calculating such net effective interest rate from the date of the ongnal
1ssuance of the Bonds to the date no principal amount hereunder remains unpaid and no Bank
Bonds are outstanding

ARTICLE III.
CONDITIONS PRECEDENT

Secnion 301 Condittons Precedent to Isuance of the Letter of Crednt As conditions
precedent to the obligation of the Bank to issue the Letter of Credit, the City shall provide to the
Bank on the Closing Date, each i torm and substance satisfactory to the Bank and the Bank's
counsel, Andrews Kurth LLP (heremafier, “Bank’s Counsel ™)

(a) Approvals The Bank shall have recerved a counterpart of this Agreement
duly executed by the City and the Bank and copies ot all action taken by the City
approving the execution and delivery by the City of this Agreement, in each case
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certified by an authorized official of the City as complete and correct as of the date
hereof

(b) Incumbency of City Officials  The Bank shall have received an
incumbency certificate of the City n respect of each of the officials who 1s authorized
to (1) execute this Agreement on behalf of the City, and (n) take actions for the City
under this Agreement and the other Program Documents with respect to this Agreement
and the Bonds

{c) Opwmon of Bond Counsel The Bank shall have received a wnitten opinion
of Bond Counsel, addressed to the Bank, dated the Closing Date to the effect that
(1) this Agreement has been, duly anthonzed, executed and delivered by the City and 15
the valid and binding oblhigation of the City enforceable in accordance with 1ts terms,
except as may be limited by the vahd exercise of judicial discretion and the
constitutional powers of the Umted States of Amenca and to vahd bankruptcy,
msolvency, reorganization or moratorium or other similar laws applicable to the City
and equitable pnneiples relating to or affecting creditors’ nights generally from time to
tume, (1) the execution and delivery by the City of this Agreement does not violate the
conshituhion or laws of the State; and (i) the City has taken all actions, and has
obtained any approvals, necessary to the authorization, execution, dehvery and
performance by the City of this Agreement In addinon, the Bank shall have recerved a
letter from Bond Counsel authorizing the Bank to rely on the Favorable Opmion of
Bond Counsel delivered to the City on the Closing Date

(d) Payving Agent/Registrar, Tender Agent, Remarketing Agents, The Bank
shall have received copies of the Paying Agent/Registrar Agreement, Tender Agent
Agreement, and Remarketing Agreement, duly executed by the parties thereto, which
agreements shall be 1n full force and effect

(e} Ordimance The Bank shall have received a certified copy of the
Ordinance, including any amendments or supplements thereto, 1f any, which have been
adopted as of the Closing Date, authonzing the 1ssuance of the Bonds, and approving
and authonzing this Agreement in form and substance satisfactory to the Bank, all

certified by the Secretary of the City as being n full force and effect

(f) No Default, Et¢ (1) No Event of Default shall have occurred and be
continuing as of the date hereof or will result from the execution and dehvery by the
City of this Agreement (1) the representations and warranties and covenants made by
the City in Articles IV and V hereof shall be true and correct in all matenal respects on
and as of the Closing Date, as 1f made on uand as of such date, and (111) the Bank shall
have received a certificate. miven and made as of the Closing Date, from the City to the
foregong cffect

(g) Fmnancial Informativn  The Bank shall have received copies of (1) the
City’s audited finanuial statetnents with respect to the City for the fiscal years ended
September 30, 2005, September 30, 2006 and September 30 2007
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(b)  Legality, Matenial Adverse Change. (1) Neither the making of any
Drawings or Advances nor the consummation of any of the transactions contemplated
by the Ordinance, the Bonds or tlus Agreement {with respect to this Agreement and the
Bonds) will violate any law, rule, guideline or regulation applicable to the City, the
Bank or this Agreement, and (u) no matenal adverse change n the ratings, financial
condition, business, assets, liabilities or prospects of the City shall have occurred since
September 30, 2007, except as disclosed in wnhing to the Bank prior to August 14,
2008, which would be reasonably hikely to result in a Material Adverse Effect

(1) Fees, Et¢c  The Bank shall have received payment of the fees, costs and
expenses referred to 1n Sectron 2 05 and Section 7,03 hereof

() Atrorney General Opinion  The favorable opimon of the Attorney General
of the State of Texas as to the validity of the Bonds

(k) Other Opuuons all other opimons, each addressed to the Bank (unless
given by counsel to the Underwnters), requred to be delivered under the Bond
Purchase Agreement to the Underwriters

() Other Documents The Bank shall have received such other documents,
certificates and opimons as the Bank or the Bank’s Counsel shall have reasonably
requested

Section 3 (02 Conditiuny Precedent to Advances  Following any payment by the Bank
under the Letter of Credit pursuant to a Liqmdity Drawing, an Advance shall be made available
to the City only 1f en the date of payment of such Ligmdity Drawing by the Bank (a) the
representations and warrantics contmned 1n Article IV of this Agreement are true and correct 1n
all matertal respects as of such date, and {b) no event has occurred and 15 continuing, or would
result from such payment, which constitutes a Default or Event of Default

Unless the City shall have previcusly advised the Bank in wnting that the above
statement 15 no longer true, the City shall be deemed to have represented and warranted on the
date of such paymernt that the above statement 1s true and correct

ARTICLE IV,

REPRESENTATIONS AND WARRANTIES

In order to induce the Bank to enter into this Agreement, the City represents and warrants
to the Bank as follows

Sectton d 0 Status of the Crty - The City 15 a “Home Rule City,” acting as such under
the Constitution and laws of the State, and has full legal nght, power and authonty to (1) levy and
collect the hotel occupancy taves. (u} adopt the Ordinance. {in) execute and deliver this
Agreement and the Program Documents (iv) 1ssue and deliver the Bonds, (v) pledge the Pledged
Revenues, and (vi) perform fully and completely all its obhigations and habilities under the
Ordinance. this Agreement and under the Program Documents

-16-

HOU 2818505 3



Section 4 02 Regulatory and Authority The City 1s duly authorized to conduct 1ts
business under all applicable laws, rulings, regulations and ordinances and the departments,
agencies and political subdivisions goverming 1t or regulating its business, and the City has
obtamned or will obtain prior to the date of delivery of the Bonds all material and requisite
approvals of the state and of federal, regional and local governmental bodies required to be
obtained prior to the date of delivery of the Bonds, the Program Documents and this Agreement.

Section 4 03 Default No Event of Default or Default has occurred and 1s continuing

Section 4 04  Official Statement The Official Statement prepared with respect to the
Bonds and the transactions herein contemplated, a true copy of which has herctofore been
delivered to the Bank. does not contain, and such Otficial Statement (including any amendments
or supplements prepared subsequent to its date, a true copy of which shall be furnished to the
Bank pnor to the distnbution thereof) will not contan, any untrue statement of a matenal fact
and such Official Statement does not ormit, and will not omut, to state a material fact necessary to
make the statements theremn, 1n hght of the circumstances under which they were made, not
musleading, except no representation 1s made as to information furmished 1n wnting by the Bank
cxpressly for inclusion therein

Sectton 4 05 Bonds Each Bond has been or will be duly 1ssued under the Ordinance
and each such Bond 15 and shall be entitled to the benefits thereof

Sectton 4 06 Bank Bomds. The Bank Bonds purchased pursuant hercto will be
transferred to the Bank free and clear of all liens, secunty interests or claims of any Person other
than the Bank, except for copsensual hiens or other secunty interests as may be created by the
Bank and shall be secured as, and payable as set forth 1n the Ordmnance

Section 4 07 Incorporation of Representations and Warranties The City hereby makes
to the Bank the same representations and warranties as are being made by the City n the
Ordinance and each of the Program Documents to which the City is a party, which
representations and warranties, together with the related defimtions of terms contained theren,
are hereby mcorporated by reference with the same effect as f each and every such
representation and warranty and definition were set forth hercin in sts entirety  No amendment to
such representations and warrantics or defimtions made pursuant to the Ordinance or the
Program Documents shall be effective to amend such representations and warrantes and
defimtions as incorporated by reference herein withnut the prior wnitten consent of the Bank

Section 4 08 No Proposed Legal Changes  There 1s no amendment, or to the
knowledge of the City proposed amendment certified for placement on a statewide ballot to the
Constitution of the State or any published admtmistrative mterpretation of the Constitution of the
State or any law of the State, or any legislation that has passed either house of the State
legislature. or any pubhshed judicial decision interpreting any of the foregoing, the effect of
which 1s to matenally adversely affect the 1ssuance of any of the Bonds, the security for any of
the Bonds, or the City's ability to repay when due any obligations under thus Agreement, any of
the Bonds, the Bank Bonds, the Obligations, the Ordinance and the other Program Documents
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Section 4 09  Survival of Representations and Warranties  All statements contawned in
any certificate or other instrument delivered by or on behalf of the City pursuant to or n
connection with this Agreement (including, but not mited to, any such statements made 1n or in
connection with any amendment hereto) shall constitute representations and warranties made
under this Agreement

Section 4 10 Permitted Investments. The City has neither made any investment nor
entered 1nto any agreements for the purpose of effechng any investment of amounts maintained
under the Ordinance which are not permitted pursuant to the Ordinance

Section 4 11 Environmental The City has not recerved any notice to the effect that the
City's operations are not 1in matenal compliance with any of the requrements of applicable
federal, state and local cnvironmental, health and safety statotes and regulations or the subject of
any federal or state investigation evaluation whether any remedial action 1s needed to respond to
a release of any toxic or hazardous waste or substance wto the environment, which non-
comphance or remedal action could have a matenalt adverse effect on the operation or condition,
financial or otherwise, of the City

Section 4 12 Noncontravention The adoption, execution and delivery by the City of
this Agreement and the Program Documents and the performance of its obligations hereunder
and thereunder, will not violate any existing law., rile, regulation, order, wnt, judgment,
myunction, decree or award binding on the City, or result in a breach of any of the terms of, or
constitute a default under or result m the creation or imposition of any lien on, any indenture,
ordinance, mortgage, deed of trust lease or other agreement or mstrument to which the City 1s a
party or by which 1t or any of its property 1s bound or 1ts articles of incorporation, bylaws or any
of the rules or regulations applicable to 1t or its property or any decree or order of any court or
other governmental body

Secnion 4 13 Due Authorization  The adoption, execution, delivery and performance by
the City of thus Agreement and the Program Documents to which it 1s a party 1s within 1ts
corporate power and authonty, and has been duly authorized by all necessary action and will not
contravene any provision of the Ordinance

Sectron 4 I4  Vahd and Binding Obkhgations  This Agreement and the Program
Documents to which the City 1s a party are valid and binding obligations of the City, enforceable
agamst the City 1n accordance with their respective terms, except as such enforceability may be
limted by the City's bankruptey, msolvency, reorgamization, moratonum or other laws or
equitable principles relating to or hmuting creditors’ nights generally The Bonds, when issued
and delivered against payment therefor as contemplated by the Bond Purchase Agreement, will
have been duly 1ssued, executed and dchvered in conformity with the Ordmmance and wall
constitute legal, vahd and binding obhgations of the City, enforceable in accordance with thetr
terms, except as such enforceablity may be lumited by applicable reorgamzation, insolvency,
liquidation, readjustment of debt, moratorium or other similar laws affecting the enforcement of
the nghts of creditors generally and by general principles of equity (regardless of whether such
enforceability 1s considered 1n a proceeding in equity or at law), and entitied to the benefit and
secunty of the Ordinance
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Section 4 15 Pending Litigation and Other Proceedings There 1s no pending action or
proceeding before any court, governmental agency or arbitrator agamnst or directly involving the
City and, to the City's knowledge, there 13 no threatened action or proceeding affecting the City
or any of its assets before any court, governmental agency or arbitrator which, 1f adversely
determined, could matenally and adversely affect the (a} finaneal condition or operations of the
City, (b) the validity or enforceability of this Agreement or any of the Program Documents, the
ability of the City to perform its obligations hereunder ot under the Program Documents, (c) the
status of the City as a governmental agency and political subdivision of the State, (d) the status
of the exemption of interest on the Bonds from federal income tax or (e) the City’s property,
assets, operations or conditions financial or otherwise

Section 4 16 Insurance The City currently maintains 1nsurance of such type and in
such amounts or in excess of such amounts as are customanly carried by, and insures against
such nisks as are customanly insured against by, Texas home-rule cities of hke type, size and
character to the City

Section 4 17  Financial Statements The balance sheets of the City as of September 30,
2007 and the related statement of revenues and expenses and changes n financial position for the
years then ended and the auditors’ reports with respect thereto and the balance sheets of the City
as of September 30, 2007 and the related statements of revenues and expenses and change n
financial position for the pennod then ended, copies of which have heretofore been furmished to
the Bank, are complete and correct and fairly present the financial condition, changes mn financial
position and results of operations of the City at such dates and for such penods, and were
prepared in accordance with generally accepted accounting principles as applied to Texas home-
rule cities  Since September 30, 2007, there has been no matenal adverse change 1n the busiess,
properties, condition (financial or otherwise) or operations, present or prospective, of the City
nor any mcrease 1n 1its long term debt which has not been otherwise disclosed to the Bank

Section 4 18 Complete and Correct Information No representation, warranty or other
statement made by the City 1in or pursuant to this Agreement or any Program Document or any
other document or financial statement provided by the City or 1ts agents to the Bank
connection with this Agreement or any other Program Document, contams any untrue statement
of a matenal fact or omits (as of the date made or furnished) any materal fact necessary to make
the statements herem or therein not misleading 1n light of the circumstances under which they are
made. Ail information, reports and other papers and data with respect to the City furmshed to
the Bank or its counsel by the City were, taken in the aggregate (including all updated
information provided) and at the time the same were so furmshed, complete and correct 1n all
matertal respects, to the extent necessary to give the Bank a true and accurate knowledge of the
subject matter No fact 15 known to the City which matenally and adversely affects or 1 the
future may (so far as 1t can foresee) matenally and adversely affect the business, assets or
liabilities, financial condition, results of operations of the City or 1ts prospects which has not
been set forth 1n the financial statements referred to 1n Section 4 17 above or 1n such information,
reports, papers and data or otherwise disclosed 1n wnting to the Bank by the City When taken in
the aggregate, no document furmished or statement made by the City in connection with the
negotiation, preparation or execution of this Agreement or any Program Document contains any
untruc statement of a fact matenal to its creditworthiness of the City or omts to state a matenal
fact necessary 1n order to make the statements contained therein not misieading  With regard to
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any 1nformation provided to the Bank which 1s subsequently updated pnor to the Closing Date,
this representation shall not apply to the mformation that has been updated to the extent updated

Section 4 19  Pending Legislation and Decisions  To the knowledge of the City, there
are no proposed amendments to the Constituion of the State or any State law or any
adminstrative interpretation of the Constitution of the State or any State law, or any legislation
that has passed either house of the legislature of the State, or any judicial decision interpreting
any of the foregoing, the effect of which will matenally adversely affect the 1ssuance of any of
the Bonds, the security for any of the Bonds or the City’s obligations hereunder or under any of
the Program Documents, or the City’s ability to repay when due its obligations under this
Agreement, any of the Bonds, and the Program Documents

Section 4 20 Default No Event of Default or Default has occurred and is continung

Section 4 21  Security Pursuant to the Ordinance, the City has pledged the Pledged
Revenues to the payment and secunty of the Bonds (including the Bank Bonds} and the
obligation of the City to make payments under this Agreement The payment Obhgations of the
City under thus Agreement are Panty Obligations The Ordmance validly grants the pledge
which they purport to create to secure the Bonds (including the Bank Bonds) and the City’s
Obligations hereunder as and to the extent provided herem and m the Ordinance and the
Ordinance and 1s a perfected hien

Section 4 22  Reserved

Section 4 23 Usury.  The terms of the Agreement and the Program Documents
regarding the calculation and payment of interest and fees do not vielate any applicable usury
laws

Section 4 24 Federul Reserve Board Regulations The City does not intend to use any
part of the proceeds of the Bonds or the funds advanced hereunder and has not incurred any
indebtedness to be reduced, retired or purchased by the City out of such proceeds. for the
purpose of purchasing or carrying any Margin Stock, and the City does net own and has no
ntention of acquinny any such Margin Stock

Secnnon 4 25 Investment Company Act The City 1s not an “investment company” or a
company “‘controlled” by an *mmvestment company,” as such terms are defined in the Investment
Company Act of 1940 as amended

ARTICLE V,

COVENANTS

The City will do the following so long as any amounts may be drawn under the Letter of
Credit or any Obligations remain outstanding under this Agrecment, unliess the Bank shall
otherwise consent in wnting

Section 5 1f  Payment Obhigations The City shall promptly pay or cause to be paid all
amounts payable hereunder and under the Program Documents according to the terms hereof or
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thereof and shall duly perform 1its oblhigations under this Agreement, the Ordinance and the
Program Documents to which the City 1s a party. All payments of pnneipal and interest on Bank
Bonds and any other Obligations due hereunder shall be made in the amounts required hereunder
without any reduction or setoff. notwithstanding the assertton of any right of recoupment or
setoff or of any counterclaim by the City

Section 532 Ordinance and the Program Documents  The City agrees that 1t wilf
perform and comply with each and every covenant and agreement required to be performed or
observed by the City 1n the Ordinance and each of the Program Documents to which the City1s a
party and 1n each case such provisions, together with the related definitions of terms contained
therein, are hereby incorporated by reference herein with the same effect as 1f each and every
such provision were set forth herein 1n 1ts entirety

Section 5 03  Comphance With Law The City shall comply with all laws, ordinances,
orders, rules and regulations that may be applicable to 1t if the failure to comply could have a
material adverse effect on the secunty for any of the Bonds, or the City's ability to repay when
duc any obhgations under thus Agreement or any other obligations under any of the Bonds, the
Ordinance and the other Program Documents

Section 5 04 Notices The City will promptly furnish. or cause to be furmished, to the
Bank (1) notice of the failure by the Remarketing Agents, the Paying Agent/Registrar or the
Tender Agent to perform any of their respective obligaticns under the Remarketing Agreement,
the Ordinance or this Agreement. (i1} notice of any proposed substitution of this Agrecment,
(111} each notice requured to be given to the Bank and the holders of the Bonds pursuant fo the
Ordinance and {1v) such further financial and other mformation with respect to the City and ats
affawrs as the Bank may reasonably request from tune to time

The City shall also provide, or cause to be provided, to the Bank prompt written notice of
(1) any change 1n the ratings of the Bonds of which the City has actual knowledge. (n) any
ratings which may be assigned to any uninsured Debt of the City (or any changes m such
ratings), and (1) any “shadow rating * (or changes therein) assigned to the Bonds of which the
City has actual knowledge

Section 5 05 Certarn Information The City shall not include i an offenng decument
for the Bonds any information concernung the Bank that 1s not supplied 1n wnting, or otherwise
consented to, by the Bank expressly for inclusion therein

Sectron 506 Altcynate Support for Bonds  The City agrees to use rcasonable efforts to
obtain an Alternate Liquidity Facility to replace thus Agreement or to convert the Bonds to a
Mode (as defined in the Ordinance) that does not require a Liquidity Facility (as defined 1n the
Ordinance) 1n the event the Bank shall decide not to extend the Stated Expiration Date pursuant
to Section 2 12 hereby In addition. the parties hereto acknowledge and agrec that the City may
terminate this Agreement and the Letter of Credit and obtamn an Alternate Liquidity Facility
satisfying the requirements of the Ordinance upon any downgrading of the Bank to a level below
the top two hughest short-term ratings by either S&P, Fitch or Moody's
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The City agrees that, as a condition to the effectiveness of the Alternate Liquidity
Facility, the City, whether from its own funds or an Alternate Liquidity Facility shall provide
funds to the extent necessary, in addition to other funds avadable, on the Alternate Liqudity
Facility Effective Date, to make the payments 1n full to the Bank of any and all obligations due
hereunder and all principal and interest due on the Bank Bonds

The City shall not permit an Alternate Ligqumdity Facility to become effective with respect
to less than all of the Bonds without the prior wrnitten consent of the Bank

Section 5 07  Mamtenance of Approvals. Filmgs Etc  The City shall at all times
maintain i effect, renew and comply with all the terms and conditions of all censents, licenses,
approvals and authonzations as may be necessary or appropniate under any apphcable law or
regulation for 1ts execution, dehivery and performance of this Agreement, the Ordinance and the
Program Documents to which the City 15 a party

Section 5 08  Further Assurances To the extent the provisions of Chapter 1208, Texas
Government Code are held by a court of competent jurisdiction to not apply to this Agreement,
the City shall, upon the request of the Bank, from time to ume, execute and dehver and, 1f
nccessary, file, register and record such further financing statements, amendments, confirmation
statements and other documents and instruments and take such further actton as may be
reasonably necessary to effectuate the provisions of thus Agrcement, the Ordmance and the
Program Documents or to protect the secunty for the Bonds including, without himitation, the
Bank Bonds Except to the extent 1t 1s exempt there from, the City will pay or cause to be paid
all filing, registration and recording fees inaident to such filing, registration and recording, and
all expenses incident to the preparation, execution and acknowledgment of such snstruments of
further assurance. and all tederal or state fees and other simular fees, duties, imposts, assessments
and charges ansing out of or in connection with the execution and dehivery of thus Agreement,
the Ordinance and the Program Documents and such instraments of further assurance

Section 5 09 Selection af Bonds for Redemption or Purchase The City shall select, or
cause to be selected. for redemption or purchase (pursuant to Part 3 4(h) of the Ordinance) any
and all Bank Bonds pnor to selecting, or causing to be selected, for redemption or such purchase
any Bonds that are not Bank Bonds The City shall not declare, instruct the Paying
Agent/Registrar to declare or permut an optional redemption of the Bonds pursuant to the
Ordinance unless the City has all of the tunds available for such optional redemption and such
optional redemption will be funded from sources other than moneys provided by the Bank under
this Agreement

Section § 100 Use of Proceeds The City shall cause (a) the proceeds from purchases of
Bonds in Covered Mode made hereunder to be used sclely as described 1n Article 11 hercot and
(b) the proceeds of the Bonds to be ustd solely for the purposes set forth in the Ordinance

Section 3 11 Reporting Requurements  The City shall keep proper books of record and
account m which full, true and correct entnes will be made of all dealings or transactions of or 1n
relation to the business and affatrs of the City on a consohdated or combined basis in accordance
with generally accepted accounting principles applicable to Fexas home-rule cittes consistently
applied The City shall furmsh to the Bank two hard copies of each of the following
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(a) Annual Financial Statements. As soon as available, and 1 any event
within 180 days after the close of each Fiscal Year of the City, (1) the complete audited
financal statements of the City mcluding the balance sheet as of the end of such Fiscal
Year and the related statements of revenues, expenses and cash flows and changes m
fund balance for such Fiscal Year, setting forth i each case in comparative form the
corresponding figures for the preceding Fiscal Year all in reasonable detail, certified
and prepared by an independent cerhfied public accountant m accordance with
generally accepted accounting principles, consistently applhied

(b} Certificate of Compliance Simultaneously with the delivery of each set of
financial statements referred to 1n (a) above, a certificate signed by the chief financial
officer or the treasurer of the City stating that {1} under ls/her supervision the City has
made a review of 1its activities during the preceding annual pened for the purpose of
determimmng whether or not the City has complied with all of the terms, provisions and
conditions of this Agreement and the Program Documents and (11) to the best of his/her
knowledge the City 1s not in default mn the performance or observance of any of the
terms, covenants, provisions or conditions of this Agreement or any of the Program
Documents, or 1f the City shall be 1n default, such certificate shall specify each such
default, the nature and status thereof and any remedial steps taken or proposed to
correct each such default

(cY Other Reports. Promptly upon request by the Bank, copies of any
financial statement or report furnished to any other holder of the long term secunties of
the City pursuant to the terms of any long term Ordimance, loan or credit or simutlar
agreement and not otherwise required to be furnished to the Bank pursuant to any other
clause of this Section 5 12

{(d)  Amendmenmts  Promptly after the adoption thereof. copies of any
amendments of or supplements to the bylaws of the City and copies of any amendments
to the Program Documents

(e) Ordinance Informahon Copies of all notices. cerhificates, opimons and
other reports or documents required to be filed pursuant to the Ordinance The City
shall provide the Bank wntten notice of any change in the wdentity of the Paying
Agent/Regstrar, the Tender Agent or the Remarketing Agents upon becoming aware of
the same The City shall, upon reques!, provide or canse to be provided, to the Bank
the hst of the name and address of the last known holders of the Bonds

(f) Other Information  Such other information respecting the busmess,
properties or the condition or operations, financial or otherwise, of the City as the Bank
may from tune to time reasonably request

Sectron 512 Amendments The City shall not amend, modify, supplement, supplement
or terminate, nor agree to any amendment or modificatton of, or supplement to, termmation or
substitution of, any of the Programn Documents or perrmt or suffer to occur any action or
omuission which results 1n. or 15 equivalent to any amendment, termination or modification of a
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Program Document without the pnor wntten consent of the Bank, which the Bank shall not
unreasonably withhold or delay

Section 5 13 Notices

(a) Notice of Default The City shall provide to the Bank immedsate notice by
telephone, promptly confirmed 1n wnting, of any Default or Event of Defanit.

(b} Liriganon Together with the information described in Section 5 11(b),
the City shall provide to the Bank wntten notice of all actions, suits and proceedings
before any court or governmental department, commission, board, bureau, agency or
instrumentality, domestic or foreign, aganst the City and which, 1f adversely
determined could have a matenal adverse affect on the financial condition of the City
or its abihity to pay or perform 1its obligations hereunder or under any of the Program
Documernts

(¢) Certain Notices Furmsh to the Bank a copy of any notice, certification,
demand or other writing or communication given by the Paying Agent/Registrar, the
Remarketing Agents or the Tender Agent to the City or by the City to the Paying
Agent/Registrar, the Remarketing Agents or the Tender Agent under or m connection
with any of the Program Documents. 1n each case promptly after the receipt or gmving
of the same

(d) Other Notices Promptly give written notice to the Bank of any matenal
dispute which may exist between the City and any of the Paying Agent/Registrar,
Remarketing Agents or the Tender Agent or any dispute 1n connection with any
transaction contemplated under this Agreement or the Program Documents

(c) Fauure of Othcr Parties to Perform  Notice of the falure by the
Remarketing Agents, the Tendcr Agent or the Paying Agent/Registrar to perform any of
their respective obligations under the Program Documents

(fy Changes in Ranngs. The City shall promptly give wrntten notice to the
Bank of (1) any change in the raungs of the Bonds of which the City has actual
knowledge, and (1) any ratings which may be assigned to Debt of the City whach ranks
on a panty with the bonds or any changes 1n such ratings

Section 5 14 Right of Entry The City shall permit the duly authonzed representatives
of the Bank dunng normal business hours and upon reasonable notice to enter the premuscs of the
City, or any parts thereof, to exarmine and copy the City's financial books, records and accounts
related to the Program Documents, and to discuss the affairs, finances, business and accounts
related to the City’s Pledged Revenues with the City's officers

Section 515 Puyment of Obhganons, Removal of Liens The City shall pay all
indebtedness and obligations of the City in accurdance with the terms thereof including ali
charges of any kind whatsoever that may be at any time lawfully assessed or levied against or
with respect to the Pledged Revenues and promptly discharge or cause to be discharged all liens,
encumbrances and charges on 1its property and assets
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Section 516 Preservation of Existence, Ownership, Etc  ‘The Ciiy shall not dissolve
nor shall 1t sell, lease, assign, transfer or otherwise dispose of all or substantially all of 1ts assets
The City shall preserve and maintain 1ts existence, night (charter and statutory) and franchises
and hrcenses

Section 5 17 Disclosure of Participants  The City agrees to permt the Bank to disclose
any mformation received by the Bank in conpection herewith, including without limitation the
financial mformation descnbed 1n Section 511, to any Participants of the Bank in thus
Apgreement

Section 518 Sovereign Immumity  To the extent authorized by Texas Government
Code Section 1371 059(c), the City agrees to waive sovereign unmunity from suit and habihity
for the purposes of adjudicating a claim to enforce this Agreement or for damages for breach of
this Agreement The City further represents that to the extent 1ts obhigations hereunder represent
the legal obligations of the City, it beleves its non-discretionary duties are subject to
enforcement 1n Texas courts by writ of mandamus, and that 1s not immune to an equitable
mandamus action

Section 5 19 Paying Agent/Registrar, Tender dgent, Remarketing 4gents The City
shall not remove the Paying Agent/Registrar, the Tender Agent or a Remarketing Agent or
appomnt a tender agent, Paying Agent/Registrar or co-Paying Agent/Registrar or appomnt a
successor Paying Agent/Registrar, the Tender Agent or Remarketing Agent without the wntten
consent of the Bank If the posiion of Paying Agent/Registrar, the Tender Agent or
Remarketing Agent becomes vacant, the City shall promptly appomnt a successor which 1s
reasonably acceptable to the Bank

Section 5§ 20 Conversions, Defcusance The City (a) shall promptly furmsh, or cause to
be furnished, to the Bank, not later than its furmishing the same to the Remarketing Agents, a
copy of any wntten notice furnished by the City to the Remarketing Agents pursuant to the
Ordinance indicating a proposed converston of the interest rate on the Bonds; and (b) shall not
permit a conversion of the Bonds to Bonds bearing an interest rate other than a Covered Rate
without the pner wntten consent of the Bank 1if, after giving effect to such conversion, any
Bonds remarn as Bank Bonds. In addition, the City wall not defease, nor allow the defeasance of,
the Bonds without having contemporaneously satistied all of 15 obligations hereunder

Section 5 21 Liens, Additionul Debr and Rute Setting

(a} Parnity Liens Except as permatied by the Ordinance, the City shall not
grant any lien, pledge or secunty interest in the Pledged Revenues which is on panty
with the Iten on Pledged Revenues that secure the payment of the City’s Obligations
hereunder

(b)Y  Adiinional Debr  The City shall not 1ssue any obligations after the Closing
Date which are secured by a lien on Pledged Revenues that 1s sentor to that secunng the
Bonds or the City's Obhgations under this Agreement

Section 522 Incorporation of Covenants by Refcrence  The City agrees that it will
perform and comply with cach and every covenant and agreement required to be performed or

5
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observed by 1t in each Program Document to which 1t 1s a party and 1n each case such provisions,
together with the related defimtions of terms contained therein, are hereby incorporated by
reference herein with the same effect as 1f each and every such provision were set forth herein in
its entirety. To the extent that any such incorporated provision permits any Person to waive
comphance with such provision or requires that a document, optnion or other instrument or any
event or condition be acceptable or satisfactory to any Person, for purposes of this Agreement
such prowvision shall be comphed with unless 1t 1s waived by the Bank and such document,
opmmuion or other instrument must be acceptable or satisfactory unless such satisfaction or
acceptability 15 waived by the Bank, provided that such waiver by the Bank shall only be
required 1f the action proposed to be taken would matenally adversely affect the nghts, interests
or ocbhgations of the Bank. The City shall provide the Bank with 30 days pnor wnitten notice of
all actions or warvers proposed to be taken pursuant to this Section regardless of whether the
City believes the Bank’s consent 1s required

Sectton 5 23 Regulation U. The City is not engaged principally, or as one of its
important activities, 1n the business of extending credit for the purposes of purchasing or
carrying Margin Stock and will not use the proceeds of the Bonds or any amounts paid by the
Bank hercunder so as to violate Regulation U as 1t may be amended or interpreted from time to
time by the Board of govemors of the Federal Reserve System

Section § 24 Ordmance a Contract The provisions of the Ordmance constitute a
contract between the City and the owner or owners of the Bonds and the Bank, and any such
owner shall have all nghts and remed:es afforded by the Ordinance and applicable law

Section 525 Rating Covenant The City agrees that while this Agreement 1s still 1n
effect or any Obligations hereunder are outstanding 1t will mamntain at least one published rating
on 1ts unenhanced Panty Bonds

ARTICLE VI.

DEFAULTS

Section 6 01 Events of Defunit and Remedies 1f any of the following cvents shall
occur, each such event shail be an “Event of Default™

{a) the City fails to pay. or cause to be pamid. when due (1) any principal of or
intercst on any Dirawing or any Advance, or (1) any principal of or interest on any
Bonds for any reason other than the failure of the Bank to perform its obhigations
hereunder,

(b) any representation, warranty or statement made by or on behalf of the City
heremn or in any Program Document to which the City 1s a party or in any certificate
delivered pursuant hereto or thereto shall prove to be untrue 1n any matenal respect on
the date as of which made or deemed made, or the documents, certificates or statements
of the City {(including unaudited financial reports, budgets, projections and cash flows
of the City) furmished to the Bank by or on behalf of the City 1n connection with the
transactions contemplated hereby, when taken as a whole, are matenally inaccurate in
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light of the circumstances under which they were made and as of the date on which
they were made,

{c) (1) the City fails to perform or observe any term, covenant or agreement
contained 1n Sections 5.02, 503, 505, 506, 507, 509, 510,512,516, 517, 518,
520, 521 or 5 24 inclusive; or (u) the City fails to perform or observe any other term,
covenant or agreement contained n this Agreement {other than those referred te 1n
Sections 6 01(a) and {c)(1)) and any such failure cannot be cured or, 1if curable, remains
uncured for 30 days after wntten notice thereof to the City,

(d) the City shall (1) default in any payment of any principal, premium, or
interest on any of the City's long-term indebtedness (other than the Bonds, the
Drawings or the Advances), beyond the penod of grace, if any, provided wn the
instrument or agreement under which such long-term indebtedness was created, or
(i) default i the observance or performance of any agreement or condition relating to
any long-term indebtedness or contamed i any nstrument or agreement evidencing,
secunng or relating thereto, or any other event shall occur or condition exist, the effect
of which default or other event or condition i3 to cause, or to permit the holder or
holders of such long-term 1ndebtedness (or a trustee or agent on behalf of such holder
or holders) to cause {determuned without regard to whether any notice 1s required), any
such long term indebtedness to become due prior to its stated matunity:

{c) (1) a court or other governmental authonty with jurisdiction to rule on the
validity of this Agreement, the Ordinance or any other Program Document to which the
City 1s a party shall find, announce or rule that {A) any matenal provision of this
Agreement and any other Program Document to which the City 1s a party, or (B) any
provision of the Ordinance relating to the secunty for the Bonds or the Obligations, the
City’s ability to pay the Obligations or pertorm 1ts oblhigations hereunder or the nghts
and remedies of the Bank, 15 not a valid and binding agreement of the City, or (n) the
City <hall contest the validhty or enforceability of this Agreement, any other Program
Document to which the City 1s a party or any provision of the Ordinance relating to the
secunty for the Bonds or the Obligations, the City’s ability to pay the Obligations or
perform 1ts obhigations hereunder or the nghts and remedies of the Bank, or shall seek
an adjudication that this Agreement, any other Program Document to whach the City 1s
a party or any proviston of the Ordinance relating to the secunty for the Bonds or the
Obligations, the City's ability to pay the Obligations or perform its obligations
hereunder or the nights and remedies of the Bank, 15 not valid and binding on the City,

(f) any provision of the Ordinance relating to the secunty for the Bonds or the
Obligations. the City’s abihty to pay the Oblgations or pertorm its obligations
hereunder or the nghts and remedies of the Bank, or any Program Document to which
the City 1s a party, except for any Remarketing Agreement which has been terminated
due to a substitution of a Remarketing Agent, or any matenal provision thereof shall
cease to be mn full force or effect, or the City or any Person acting by or on behalf of the
City shall deny or disaffirm the City's obligations under the Ordinance or any other
Program Document to which the City 1s a party,
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(g) a final judgment or order for the payment of money from the revenues of
the Pledged Revenues m excess of $5,000.000 (in excess of the coverage hmuts of any
applicable insurance therefor) shall have been rendered aganst the City and such
Judgment or order shall not have been satisfied, stayed, vacated, discharged or bonded
pending appeal within a period of thurty (30) days from the date on which 1t was first so
rendered,

{h) (1) 2 debt moratorium, debt restructuring, debt adjustment or comparable
restriction 1s 1mposed on the repayment when due and payable of the principal of or
mterest on any obhgation secured by a lien, charge or encumbrance upon the Pledged
Revenues, (n)under any existing or future law of any junsdiction relating to
bankruptcy, msolvency, reorgamzation or rehef of debtors. the City seeks to have an
order for relief entered with respect to 1t or seeking to adjudicate 1t mnsolvent or
bankrupt or seeking reorgamzation, arrangement, adjustment, winding-up, liquidation,
dissolution, composition or other relief with respect {o 1t or its debts, (11} the City seeks
appointment of a receiver, trustee, custodian or other simlar official for itself or for any
substantial part of the City's property, or the City shall make a general assignment for
the benefit of 1ts creditors. (1v) there shall be commenced against the City any case,
proceeding or other action of a nature referred to in clause (1) above and the same shall
remain undismussed, (v)there shall be commenced agamnst the City any case,
proceeding or other action seeking 1ssuance of a warrant of attachment, execution,
distramnt or similar process agamnst all or any substantial part of 1ts property which
results 1n the entry of an order for any such relief which shail not have been vacated,
discharged, or stayed or bonded pending appeal, within 60 days from the entry thereof,
{v1) the City takes action 1n furtherance of. or indicating 1ts consent to, approval of, or
acquescence in, any of the acts set forth in clause (1}, (1), (1), (1v) or (v} above, or
(vn) the City shall generally not, or shall be unable to, or shall admt in wnting 1ts
mnabihty to. pay its debts as they become due,

(1) any of Moody's, Fifch or S&P shall have downgraded 1its long-term
unenhanced rating of any debt of the City secured by a lien on and pledge of the
Pledged Revenues to below “Baa3™ {or its equivalent), “BBB-* {or 1its equivalent) or
*BBB-" {or its equivalent), respectively, or suspended or withdrawn 1ts rating of the
same, Or

(1) an Event of Default under the Ordinance

Section 6 02 Remedies Upon the occurrence of any Event of Default the Bank, may
exercise any one or more of the following rights and remedies wn addition to any other remedies
herem or by law provided

{(a) by written notice to the City require that the City immedhately prepay to
the Bank in immediately availlable funds an amount equal to the Avalable Amount
{such amount to be held by the Bank as collateral security for the Obhgations),
provided, however, that 1n the case ot an Event of Default described 1n Section 6 01{h)
hereof, such prepayment of an amount cqual to the Avalable Amount shall
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automatically become 1mmediately due and payable without any notice (unless the
coming due of such Obligations 1s warved by the Bank in wnting),

{b) by notice to the City, declare all Obhigations to be, and such amounts shall
thereupon become, immediately due and payable without presentment, demand, protest
or other notice of any kind, all of which are hereby waived by the City, provided that
upon the occurrence of an Event of Default under Section6 01(h) hereof such
acceleration shall automatically occur (unless such automatic acceleration 1s wairved by
the Bank 1n writing);

(¢) g@ve notice of the occurrence of any Event of Default to the Paying
Agent/Registrar directing the Paying Agent/Registrar to cause a mandatory tender of
the Bonds pursuant to the terms of the Ordinance, thercby causing the Letter of Credit
to expire 15 days thereafier,

(d) pursuc any nghts and remedies it may have under the Program
Documerts, or

(e} pursue any other action available at law or in equaty

ARTICLE VIIL

MISCELLANEOUS

Sectton 7 01 Unconditional Obliganions  The obhgations of the City under this
Agreement shall be absolute, unconditional, 1irevocable and payable strictly in accordance wath
the terms of the Ordinance and this Agreement, under all circumstances whatsocver, including,
without limitation, the following

(a) any lack of vahdity or enforceability of this Agreement, the Letter of
Credit or, to the cxtent permitted by law. the Bonds. the Ordinance or any other
Program Deocument,

(b) any amendment or waiver of or any consent to departure from the terms of
the Ordmance or all or any of the Program Documents to which the Bank has not
consented m writing,

(c) the existence of any claim, counterclaim, setoff, recoupment, defense or
other right which any Person may have at any time against the Bank, the City, the
Paying Apent/Registrar, the Tender Agent, the Remarketing Agents. or any other
Person, whether 1n connection with this Agreement, the Ordinance, the Program
Documents, or any other transaction related thereto,

(d) any statement or any other document presented pursuant hereto or
pursuant to the Letter of Credit which the Bank 1n good faith determines to be vahd,
sufficient or genwne and which subsequently proves to be forged, fraudulent, mvalid or
insufficient in any respect or any statement therein being untruc or inaccurate 1 any
respect whatsoever,
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(e) payment by the Bank of a Drawing or an Advance against presentation of
a request which the Bank 1n good faith determines to be valid, sufficient or genuine and
which subsequently 1s found not to comply with the terms of this Agreement; provided
that such payment shall not have constituted gross negligence of the Bank, and

(f) any other circumstances or happening whatsoever whether or not similar
to any of the foregoing

Section 702 Amendments, Liabiity of the Bank

(a} No amendment or waiver of any provision of this Agreement or, to the
extent required by Section 5 02 hereof, any other Program Document, nor consent to
any departure by the City therefrom, shall in any event be effective unless the same
shall be in wnting and signed by the Bank, and then such waiver or consent shall be
effective only in the specific instance and for the specific purpose for which given

(b) With respect to the Bank, the City, to the extent permutted by law, assumes
all risks of the acts or omissions of the Paying Agent/Regstrar and 1its agents mn respect
of their use of this Agreement or any amounts made available by the Bank hereunder
Neither the Bank nor any of 1ts officers or directors shall be hable or responsible for
{1) the use which may be made of this Agreement or the Letter of Credit or any amounts
made available by the Bank under the Letter of Credit or for any acts or onussions of
the Paymng Agent/Registrar or the Remarketing Agents or 1its agents in connection
therewith, (n) the validity, sufficiency or genuineness of documents (other than the
validity of this Agreement as to the Bank). or of any endorsement(s) thereon, even 1f
such documents should 1n fact prove to be 1n any or all respects invalid, insufficient,
fraudulent or forged, or (111) any other aircumstances whatsoever 1n making or failing to
make payment under the Letter of Credit, except only that the City shall have a claim
against the Bank and the Bank shall be Liable to the City to the extent. but only to the
extent, of any direct, as opposed to consequential, damages suffered by the City which
the City prove were caused by the Bank's gross negligence or wiliful failure to make
payment under the Letter of Credit in accordance with the terms thereof In furtherance
and not 1n lirmitation of the foregoing, the Bank may accept decuments that appear on
their face to be in order, without responsibility for further investigation, regardless of
any notice or information to the contrary

{c} The City assumes all nsks associated with the acceptance by the Bank of
documents received by telecommunication, 1t bemg agreed that the use of
telecommunication devices 15 for the benefit of the City and that the Bank assumes no
habilities or ngks with respect thercto

Section 703 Costs and Expenses, Remmbur sement, Indemmfication

{a} The City shall pay (1) on the Effective Date, all reasonable costs and
expenses ncurred by the Bank and 1ts counsel m connection wath the preparation,
execution and delivery of this Agreement, the Letter of Credit and any other documents
and mstruments that may be dclivered in connection therewith, (1) all costs and
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expenses incurred by the Bank, including reasonable fecs and out-of-pocket expenses
of counsel for the Bank, otherwise ansing 1n connection with this Agreement, the Letter
of Credit, the Ordinance and the Program Documents, inciuding, without limatation, n
connection with any amendment hereto or thereto, the enforcement hereof or thereof or
the protection of the nghts of the Bank hereunder or thereunder. and (i) any and all
stamp and other taxes and fees payable or determuned to be payable 1n connection with
the execution and delivery of this Agreement and any other documents or 1nstruments
that may be delivered in connection herewith

(b) To the extent permtted by law and solely from the Pledged Revenues, the
City agrees to reimburse and hold harmless the Bank, 1ts officers, directors, employees
and agents (each a ' Reimbursed Partv”) from and against any and all claims, damages,
losses, habilities, reasonable costs or expenses whatsoever which a Reimbursed Party
may incur or be subject to (or which may be claimed against a Reunbursed Party by
any Person) by reason of or in connection with the execution and delivery of and
consummation of the transactions contemplated under this Agreement. the Letter of
Credit the Ordinance and the Program Documents, including, wathout himitation, (1) the
offering. sale. remarketmg or resale of Bonds (including, without Iirmitatron, by reason
of any untrue statement or alleged untrue statement contamned or incorporated by
reference 1n any official statement, or in any supplement or amendment thereof,
prepared with respect to the Bonds, or the omission or alleged omission to state therein
a matenal fact necessary to make such statements, m the hght of the circumstances
under which they are or were made, not nusleading or the fathure to dehver a
prehminary offictal statement or an official statement to any offeree or purchaser of
Bonds) and (1) the execution and delivery of. or payment or fatlure to pay by Jany
Person (other than the Bank as and when required hy the terms and provistons of the
Letter of Credit) under, this Agreement; provided, however, that the City shall not be
required to remnburse the Bank for any claims, damages, losses, habilities, costs or
expenses to the extent, but only to the extent, caused by (a) the willful misconduct or
neghigence of the Bank (including without limitatron, with respect to the Bank, failure
of the Bank to honor 1ts obligations to purchase Bonds upon the satisfaction of the
applicable conditions precedent set forth herein and in accordance wath the terms of this
Agreemnent and the Letter of Credit) or (b) the matenal maccuracy of any imformation
included or ncorporated by reference mn any offenng decument referred to 1n
Section 5 05 hereof concerning the Bank which was furnished in wniting by the Bank
expressly for inclusion or incorporated by reference therein  Nothing in this
Section 7 03 15 intended to hmt the obhigations of the City under the Bonds or of the
City to pay its obligations hereunder under the Ordinance and under the Program
Documents

{c) The provisions ot this Section 7 03 and Sections 2 08 and 2 U9 hereof shall
survive the termination of this Agreement and the payment i full of the Bonds and the
obhigations of the City hereunder The Bank shall notify the City of any amounts which
are owed to such party pursuant to this Section 7 03

Sectnion 7 04 Notrces  Unless otherwise specified herein, all notices, requests, demands
ur other communications to or upen the respective partics hereto or referred to herein shall be
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deemed to have been given (1) 1n the case of notice by letter, when delivered by hand or four (4)
days after the same 1is deposited in the U S mal, first class postage prepard, and (n) 1n the case
of notice by telecopier, when sent, receipt confirmed, addressed to them as follows or at such
other address as any of the parties hereto may designate by wntten notice to the other parties
hereto and to the Bond Insurer and the Remarketing Agents

City City of Austin, Texas
(Tax Identification No 74-600085)
700 Lavaca, Suite 1510
Austin, Texas 78701
Attention Treasurer
Telephone  (512) 974-7882
Telecopy (512) 370-3838

Bank. Dexia Credit Local, New York Branch
445 Park Avenue. 8th Floor
New York, New York 10022
Attention Vice President, Operations
Telephone {212} 515-7007
Telecopy  {212) 753-7522

Paying Deutsche Bank Nattonal Trust Company
Agent/Registrar/Tender 25 DeForest Avenue, 2™ Floor
Agent Sumout, NJ 07901

Attention Trust & Secunties Services

Telephone (908) A08-4004
Telecopy (908) 608-3220

Remarketing Morgan Keegan & Company, Inc
Agents 50 North Front Street, 50th Floor
Memph:s, Tennessee 38103

Attention Thomas Galvin
Telephone (901)-579-4226
Telecopy (901)-579-4363

Banc of Amernca Securnities LLC
214 North Tryon Street
Charlotte, NC 28235

Attention® Kenny Rogers
Telephone (704) 386-9028
Telecopy {704) 388-0393

Section 7 05 Survival of Covenants, Successors and Assigns
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(a) Al covenants, agreements, representabions and warranties made herein
and n the certificates delivered pursuant hereto shall survive the making of any
Drawing or Advance hereunder and shall continue 1n full force and effect until all of the
Obligations hercunder shall have been paad 1n full Whenever 1n this Agreement any of
the parties hereto 1s referred to, such reference shall, subject to the last sentence of thus
Section, be deemed to include the successors and assigns of such party, and all
covenants, promises and agreements by or on behalf of the City which are contamed n
this Agreement shall inure to the benefit of the successors and assigns of the Bank The
City may not transfer its nghts or obligations under thus Agreement without the pnoer
written consent of the Bank The Bank may transfer some or all of its nghts and
obligations under this Agreement with the prior written consent of the City (which
consent shall not be withheld unreasonably), provided that {1) the City has received
wrnitten notice from at least two nationally recognized rating agencies that the transfer
shall not cause the lowenng, withdrawal or suspension of any ratings then existing on
the Bonds, and (11} the Bank shall be responsible for all costs resulting from the
transfer This Agreement 1s made solely for the benefit of the City and the Bank, and
no other Person (including, without limtation. the Paying Agent/Regstrar, the Tender
Agent, the Remarketing Agents or any holder of Bonds) shall have any right, benefit or
nterest under or because of the existence of this Agreement, provided further that the
City’s hiability to any Participant shall not in any event exceed that habihity winch the
City would owe to the Bank but for such participation

(b) Notwithstanding the foregoing, the Bank shall be perrmtted to grant to one
or more financial institutions {each a “Parncipant ) a participation or participations in
all or any part of the Bank’s rights and benefits under this Agreement on a participating
basis but not as a party to thus Agreement {a "Participation’), provided the Bank
recerves the prior wntten consent of the City In the event of any such grant by the
Bank of a Parhcipation {o a Participant, the Bank shall remain responsible for the
performance of 1ts obligations hereunder, and the City shall continue to deal solely and
directly with the Bank min connection with the Bank's nghts and obhgations under this
Agreement The City agrees that each Participant shall. to the extent of 1ts
Participation, be entitled to the benefits of this Agreement as 1f such Participant were
the Bank, prowvided that no Participant shall bave the nght to declare, or to take actions
mn response to, an Event of Default under Section 6 01 hereof

Section 706  Govermmng Law, Wawver of Trial by Jury THIS AGREEMENT SHALL BE
DEEMED TO BE A CONTRACT UNDER, AND FOR ALL PURPOSES SHALL BE GOVERNED BY, AND
CONSTRUCD AND INITERPRETED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK,
PROVIDED, HOWEVER, THE OBLIGATIONS OF THE CITY HERFUNDER SHALL BE GOVERNED BY THE
LAWS OF THE STATE

THE PARTIES HERETO EACH HEREBY IRREVOCABLY SUBMIT TO THL NONEXCLUSIVE
JURISDICTION OF ANY STATE OF FEDERAL COURT IN THE STATE OF NLW YORK FOR THE PURPOSE OF
ANY SUIT, ACTION OR O1HER PROCEEDING ARISING QUT OF THIS AGREEMENT, AT THE ELECT1ON OF
THE PARTY INITIATING ANY SUCH SUIT, ACTION OR PROCEEDING WHICH IS BROUGHT BY OR
AGAINST THE BANK, THE TENDER AGENT, THE PAYING AGENT/REGISTRAR OR THE CITY, AND IHE
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PARTIES EACH HEREBY [RREVOCABLY AGREE THAT ALL CLAIMS IN RESPECT OF ANY SUCH SUIT,
ACTION OR PROCEEDING MAY BE HEARD AND DETERMINED BY ANY SUCH COURT.

TO THE FULLEST EXTENT PERMITTED BY LAW, THE CITY, THE TENDER AGENT, PAYING
AGENT/REGISTRAR AND THE BANK HEREBY WAIVES TRIAL BY JURY IN ANY ACTION OR
PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT, THE ORDINANCE OR ANY OF THE
PROGRAM DOCUMENTS.

Section 707  No Waivers, Amendments Et¢c  No provision of thus Agreement shall be
waived, amended or supplemented except by a wntten instrument executed by the parties hereto.

Section 708 Counterparts This Agreement may be executed in several counterparts,
each of which shall be an onginal and all of which shall constitute but onc and the same
instrument

Section 709  Source of Funds The Bank agrees that all funds provided by the Bank
hereunder will be pard from funds of the Bank and not directly or indirectly from funds or
collateral on deposit with or for the account of, or pledged with or for the account of, the Bank
by the City

Section 710 Headings Section headings n this Agreement are included herein for
convemence of reference only and shall not have any effect for purposes of interpretation or
construction of the terms of Agreement

Section 711 Complete and Controfling Agreement  This Agreement, the Ordinance
and the other Program Documents completely set forth the agreements between the Bank and the
City and supersede all pnor agreements, both written and oral, between the Bank and the City
relating to the matters set forth heren, in the Ordinance and 1n the Program Documents

Section 712 USA PATRIOT Act Notwe The Bank hereby notifies the City that
pursuant to the requirements of the USA Patnot Act (Title III of Pub L 107-56 (s1igned 1nto law
October 26, 2001)) (the “Act™), 1t 1s required to obtan, venfy and record information that
identtfics the City, which wnformation acdudes the name and address of the City and other
information that will allow the Bank to identify the City 1n accordance with the Act

Sectron 713 Assignment to Federal Reserve Bank The Bank may assign and pledge
afl or any portion of the obligations owing to 1t to any Federal Reserve Bank or the United States
Treasury as collateral security pursuant to Regunlation A of the City of Governors of the Federal
Reserve System and any Operating Circular 1ssued by such Federal Reserve Bank, provided that
any payment n respect of such assigned obligations made by the City to the Bank mn accordance
with the terms of this Agreement shall satisfy the City’s obligations hereunder tn respect of such
assigned obligation to the extent of such payment No such assignment shall release the Bank
from 1ts obligations hereunder
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IN WITNESS WHEREOF, the City and the Bank have duly executed this Agreement as of
the date first above written.

CITY OF AUSTIN, TEXAS
By

Name
Title

DEXIA CREDIT, acting through 1ts New York Branch

By.
Name
Tatle
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APPENDIX |

IRREVOCABLE TRANSFERABLE DIRECT-PAY LETTER OF CREDIT

August 14, 2008

"Us § DCL #
Deutsche Bank National Trust Company.,

as Paying Agent/Registrar (the “Paymng Agenmt/Registrar '),

under the Ordmance adopted on July 24, 2008 (the “Ordinance™)

25 DeForest Avenue, 2% Floor

Summut, NJ 07901

Ladies and Gentlemen

We hereby estabhish in your favor as Paying Agent/Registrar for the benefit of the holders
of the Bonds. as heremafter defined, our irrevocable transferable direct-pay Letter of Credit DCL
# (thus * Letter of Crednt”) for the account of the City of Austin, Texas (the
“Cry "), whereby we hereby urevocably authorize you to draw on us from time to time, from
and after the date hereof to and including the earhiest to occur of our close of business on
{a) August 14, 2011 (as extended from nume to time, the "Stared Exprrution Dute ™), {b) the
earlier of (1) the date which 15 15 days following the date on which the rate on all of the Bonds
has been converted to bear interest at g rate other than a Covered Mode (as defined in the
heremnafter defined Rermbursement Agreement) as such date 1s specified 1n a certificate 1n the
form of Exhibit A hereto (the 'Comversion Date '), or (11} the date on which the Bank honors a
drawing under this Letter of Credit on or after the Conversion Date, (c) the date which 15 15 days
following receipt from you of a certificate in the form set forth as Exhubit B hereto, and (d) the
date which 1s 15 days following receipt by you of a wrntten notice from us speafying the
occurrence of an Event of Default under the Reimbursement Agreement, dated as of August 1,
2008 (the “Rewmburscment Agreement”), by and between the City and Dexaa Credit Local,
acting through 1ts New York Branch (the "Bank ") and directing you 10 cause a mandatory tender
of the Bonds pursuant to the terms of the (the earliest of such dates to occur referred to herein as
the “Ternunation Date™), a maximum aggregate amount not exceeding US § (the

‘Onginal Stated Amount ™) to pay prnncipal of and accrued interest on, or the purchase price of
3 City of Austin, Texas Hotel Occupancy Tax Subordinate Lien Vartable Rate
Revenues Refunding Bonds, Series 2008 consisting of $59,645.000 of Subseries 2008A Bonds
and $59,645.000 of Subsenies 2008B Bonds (collectively, the “Bonds ") 1n accordance with the
terms hereof (said § having been calculated to be equal to $ , the
ongmnal principal amount of the Bonds, plus § which 1§ at least 35 days’ accrued nterest
on said principal amount of the Bonds at the rate of 10%% per annum (the "Cup Interest Rate™)
and a three hundred sixty-five (365) day year). This credit 15 available to you agamnst
presentation of the following documents (the "'Payment Documents ) presented to the Bank as
descitbed below
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A certificate (with all blanks appropnately completed) (1) in the
form attached as Exhibit C hereto to pay accrued interest on the
Bonds as provided for under Part52 of Appendix A to the
Ordinance {an “Interest Drawing’™), (1) the form attached as
Exhbit D hereto to pay the principal amount of and accrued
mnterest on the Bonds 1n respect of any redemption of the Bonds as
provided for in Part 52 of Appendix A to the Ordinance (a
“Redemption Drawing "), provided that in the event the date of
redemption coincides with an Interest Payment Date (as defined 1n
the Ordmance} the Redemption Drawing shall not include any
accrued mnterest on the Bonds (which interest 1s payable pursuant
to an Interest Drawing), (i) 1n the form attached as Extubit E
hereto, to allow the Paying Agent/Regstrar, to pay the purchase
price of Bonds tendered for purchase as provided for in Article IV
of Appendix A to the Ordinance which have not been successfully
remarketed or for which the purchase price has not been received
by the Paying Agent/Registrar by 10 30 am, New York tume, on
the purchase date (a “Liquudity Drawing"), provided that in the
event the purchase date comcides with an Interest Payment Date,
the Liqudity Drawing shall not include any accrued interest on the
Bonds (which 1nterest 1s payable pursuant to an Interest Drawing),
or (1v) in the form attached as Exhubit F hereto to pay the pnneipal
amount of Bonds matuning on November 15, 2029 (a “Sruted
Mururity Drawmg ), each certificate 1o state therein that it 15 given
by your duly authonzed officer and dated the date such certificate
1s presented hereunder No drawings shall be made under this
Letter of Credit for Bank Bonds or for Bonds beanng interest at a
rate other than a Covered Mode (as defined 1n the Reimbursement
Agreement) or Bonds owned by or on behalf of the City

All Drawings shall be made by presentation of each Payment Document at the Bank’s
coffice at 445 Park Avenue, 8th Floor, New York, New York 10022, Telecoper
Number (212) 753-7522, Attention Public Finance Department, or at such other address or
facsimile number as we may specify to you n wnting without further need of documentation,
including the onginal of this Letter of Credit, 1t being understood that each Payment Document
s0 submutted 15 to be the sole operattve instrument of a Drawing  You shall use your best efforts
to give telephonic notice of a Drawing to the Bank at (212) 515-7007 on the Business Day, as
heremafter defined preceding the day of such Drawing {but such notice shall not be a condition
to a Drawing hercunder and you shall have no hability for not doing so)

We agree to honor and pay the amount of any Interest, Redemption, Ligmdity, or Stated
Matunty Drawing 1f presented in compliance with all ot the terms ot this Letter of Credit  If
such Drawing, other than a Liquidity Drawing, 15 presented prior to 2 00 pm , New York time,
on a Business Day, payment shall be mude to the account number or address dessgnated by you
of the amount speaificd. 1n immedately avatlable funds by 11 00 am, New York tume, on the
following Business Day [f any such Drawing, other than a Liquidity Drawing, 1s presented at or
after 200 pm, New York time, on a Business Day, payment shall be made to the account

(8]
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number or address designated by you of the amount specified, in immediately available funds, by
2:30 pm, New York time, on the following Business Day. If a Liquidity Drawing 1s presented
prior to 10 30 am , New York time, on a Business Day, payment shall be made to the account
number or address designated by you of the amount specified. in immediately available funds, by
200p m, New York time, on the same Business Day If a Liquidity Drawing 1s presented at or
after 10:30 am, New York time, payment shall be made to the account number or address
designated by you of the amount specified. in 1mmediately available funds, by 11 00 am,
New York time, on the following Business Day Payments made hereunder shall be made by
wire transfer to you or by deposit into your account with us 1n accordance with the instructions
specified by the Paying Agent/Regmstrar in the drawing certificate relating to a particular
Drawing hereunder *“Business Day” means any day other than (a) a Saturday, Sunday, (b) a day
on which banks Jocated 1n cities in which the designated office of any of the Tender Agent, the
Remarketing Agents, the Paying Agent/Registrar, the Credit Provider or the Liquidity Provider 1s
located are required or authonzed by law or executive order to close, (c) a day on which the
New York Stock Exchange 1s closed, or (d) a day on which the payment system of the Fedcral
Reserve System 1s not operational

The Avalable Amount, as hereinafter defined will be reduced automatically by the
amount of any Drawing hereunder, prontded, however, that the amount of any Interest Drawing
hereunider. less the amount of the reduction in the Available Amount attnbutable to nterest as
specified 1 a certificate 1n the form of Exhibit D or G hereto, shall be automatically reinstated
immediately upon payment by the Bank of such Drawing After payment by the Bank of a
Liquidity Drawing, the obligation of the Bank to honor Drawings under this Letter of Credit will
be automatically reduced by an amount equal to the Oripinal Purchase Price (as heremnafter
defined) of any Bonds (or portions thereof) purchased pursuant to said Drawing In addition,
prior to the Conversion Date, 1n the event of the remarketing of the Bonds {or portions thereof)
previously purchased with the proceeds of a Liquidity Drawing. the Bank's obligation to honor
Drawings hercunder will be automatically reinstated concurrently upon receipt by the Bank, or
the Paying Agent/Registrar on behalf of the Bank, of an amount equal to the Onginal Purchase
Price of such Bonds (or portion thereof). the amount of such reinstatement shall be equal to the
Onginal Purchase Pnice of such Bonds {or portions thereof) 'Original Purchase Price " shall
mean the prncipal amount ot any Bond purchased with the proceeds of a Liquudity Drawing plus
the amount of accrued interest on such Bond paid with the proceeds of a Liguidity Drawing {and
not pursuant to an Interest Drawing) upon such purchase

Upon receipt by the Bank of a certificate of the Paying Agent/Registrar in the form of
Exhibit D or G hereto, the Letter of Credit will automatically and permanently reduce the amount
available to be drawn hereunder by the amount specified 1n such certificate Such reduction shall
be effective as of the next Business Day following the date of delivery of such certificate

Upon any permanent reduction of the amounts available to be drawn under this Letter of
Credit, as provided herein, we may deliver to you a substitute Letter of Credit m exchange for
this Letter of Credit or an amendment to this Letter of Credit substantially in the form of
Exinbit H hereto to reflect any such reduction  If we deliver to you such a substitute Letter of
Credit you shall stmultaneously surrender to us for cancellation the Letter of Credit then i your
possession The “Available Amount” shall mean the Onginal Stated Amount less (a) the amount
of all prior reductions pursuant to Interest, Redemption, Liqumdity or Stated Matunty Drawings,
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less (b) the amount of any reduction thereof pursuant to a reduction certificate 1n the form of
Exhibit D or G hereto to the extent such reduction 15 not already accounted for by a reduction
the Available Amount pursuant to clause (a) above; plus (c) the amount of all reinstatements as
above provided

Prior to the Termunation Date, we may extend the Stated Expiration Date from time to
time at the request of the City by dehvering to you an amendment to thus Letter of Credit 1n the
form of Exhibit] hereto designating the date to which the Stated Expiration Date 1s being
extended Each such extension of the Stated Expwration Date shall become effective on the
Business Day following delivery of such notice to you and thereafter all references in this Letter
of Credit to the Stated Expiration Date shall be deemed to be references to the date designated as
such n such nottce Any date to which the Stated Exprration Date has been extended as heretn
provided may be extended 1n a hke manner

Upon the Termmation Date this Letter of Credit shall automatically terminate and be
delivered to the Bank for cancellation

This Letter of Credit 1s transferable m whole only to your successor as Paying
Agent/Registrar  Any such transfer (including any successive transfer) shall be effective upon
receipt by the Bank (which receipt shall be subsequently confirmed in wrniting to the transferor
and the transferee by the Bank) of a signed copy of the instrument effecting cach such transfer
signed by the transferor and by the transferee i the form of Extubit 1 hereto (which shall be
conclusive evidence of such transfer) and, 1n such case, the transferee mnstead of the transferor
shall, without the necessity of further action, be entitled to all the benefits of and nghts under this
Letter of Credit in the transferor's place, previded that, in such case, any certificates of the
Paying Agent/Registrar to be provided hereunder shall be signed by one who states therein that
he 15 a duly authonized officer or agent of the transferee

Communications with respect to this Letter of Credit shall be addressed to the Bank at
445 Park Avenue, 8th Floor, New York, New York 10022, Telecopier Number (212) 753-7522,
Attention Public Finance Department. specifically referrng to the number of this Letter of
Credit

To the extent not inconsistent with the cxpress provisions hereof, thas Letter of Credit
shall be governed by the Uniform Customs and Practices for Documentary Credits, International
Chamber of Commerce Publicahion No 600 (the Umiform Customs ™), except for Article 32, the
second sentence of Article 38(d) and Article 38(e) thereof and notwithstanding the provisions of
the second sentence of Article 36 of the Uniforrn Customs, 1f this Letter of Credit expires dunng
an terruption of business (as defined m Article 36 of the Umform Customs). the Banks agree to
effect payment under this Letter of Credit if a Drawing which strnictly conforms to the terms and
conditions of this Letter of Credit 1s made within 15 days aller the resumption of business and, as
to matters not governed by the Uniform Customs, this Letter of Credit shall be governed by the
internal laws of the State of New York, including, without limtation, the Uniform Commercial
Code as 1n effect 1o the State of New York

All payments made by us hereunder shall be made from our funds and not with the funds
of any other person
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This Letter of Credit sets forth in full the terms of our undertaking, and such undertaking
shall not 1n any way be modificd or amended by refcrence to any other document whatsoever

DExiA CREDIT LOCAL, acting through 1ts New York
Branch

By:
Name
Tatle
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EXHIBIT A
TO
LETTER OF CREDIT DCL #

NOTICE OF CONVERSION DATE

[Date]

Dexia Credyt Local

445 Park Avenue, 8th Floor

New York, New York 10022
Attention Public Finance Department

Ladies and Gentlemen

Reference 1s hereby made to that certain Irrevocable Transferable Direct-Pay Letter of
Credit DCL # dated August 14, 2008 (the “Letter of Credit”), which has been
established by the Bank for the account of City of Austin, Texas 1n favor of | I
as Paying Agent/Registrar

The undcrsigned hereby certifies and confirms that the Conversion Date of all of the
Bonds to a rate other than a Covered Mode (as defined 1n the Rexmbursement Agreement) has
occurred on [insert date], and, accordingly, said Letter of Credit shall terminate 15 days after
such Conversion Date mn accordance with 1ts terms

All defined terms used herein which are not otherwise defined herein shall have the same
meaning as n the Letter of Credit

[PAYING AGENT/REGISTRAR]
By

Name
Title
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ExaiBiT B

TO
LETTER OF CREDIT
NOTICE OF TERMINATION
[Date]
Dexia Credit Local
445 Park Avenue, §th Floor

New York, New York 10022
Attention. Public Finance Department

Ladies and Gentlemen

Reference 15 hereby made to that certan Iirevocable Transferable Direct-Pay Letter of
Credit DCL # dated August 14, 2008 (the "Letter of Credit”). which has been
established by the Bank for the account of City of Austin (the "Cuy”) 1n favor of
{ 1, as Paying Agent/Regstrar.

The undersigned hereby certifies and confirms that (a) no Bonds (as defined 1n the Letter
of Credit), remain Outstanding within the meamng, of the Ordinance (as defined in the Letter of
Credit), {b) all drawings required to be made under the Ordinance and available under the Letter
of Credit have been made and honored, or (¢) a substitule letter of credit has been 1ssued to
replace the Letter of Credit pursuant to the Ordinance and the Reimbursement Agreement dated
as of August 1, 2008, by and between the City and the Bank, and, accordingly, the Letter of
Credit shall be termuinated 1n aceordance with 1ts terms

All defined tcrms used herein which are not otherwise defined shall have the same
meaning as i the Letter of Credt.

[PAYING AGENT/REGISTRAR]
By

Name
Title
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ExurpiT C
TO
LETTER OF CREDITDCL #

INTEREST DRAWING CERTIFICATE

Dexia Credit Local
445 Park Avenue, 8th Floor
New York, New York 10022

Attention Public Finance Department

The undersigned individual, a duly avthonzed representative of

{the "Beneficiary'), hereby certifies on behalf of the Beneficiary as follows with respect to
(a) that certain Irrevocable Transferable Direct-Pay Letter of Credit DCL # dated
August 14, 2008 (the “Letter of Credit ), 1ssued by the Bank in favor of the Beneficiary,
(b} those certain Bonds, as defined in the Letter of Credit, and (c) that certamn Ordinance, as
defined 1n the Letter of Credit

1. The Beneficiary 1s the Paying Agent/Registrar, as defined in the Letter of
Credit, under the Ordinance

2 The Beneficiary s entitled to make this Drawing in the amount of
$ under the Letter of Credit pursuant to the Ordinance with respect to the

payment of interest due on all Bonds nutstanding on the Interest Payment Date (as
defined in the Ordinance) occurnng on [insert applicable date], other than Bank Bonds
(as defined in the Letter of Credit), Bonds which bear interest at a rate other than a
Covered Mode {as defined 1n the Retmbursement Agreement) or Bonds owned by or on
behalf of the City (as defined in the Letter or Credit)

3 The amount of the Drawing 15 equal to the amount required to be drawn by
the Paying Agent/Registrar pursuant to Part 5 2 of Appendix A to the Ordinance

4 The amount of the Drawing made by thus Certificate was compuied m
comphance with the terms of the Ordinance and, when added to the amount of any other
DPrawing under the Letter of Credit made simultaneously herewith. does not exceed the
Available Amount, as defined in the Letter of Credit

5 Payment by the Bank pursuant fo this drawing shall be made to
. ABA Number . Account Number
Attention . Re
IN WITNESS WHEREQF, this Certificate has been executed this day of .
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[PAYING AGENT/REGISTRAR]

By

Name

Tatle
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ExmeiTD
TO
LETTER OF CREDIT DCL #

REDEMPTION DRAWING AND REDUCTION CERTIFICATE

Dexia Credit Locat
445 Park Avenue, 8th Floor
New York, New York 10022

Attention: Public Finance Department

The undersigned individual, a duly autherized representative of

(the “Beneficiary', hereby certifies on behalf of the Beneficiary as follows with respect to

{a) that certain Irrevocable Transferable Direct-Pay Letter of Credit DCL # dated

, 2008 (the “"Lerrer of Credut’'), 1ssued by the Bank m favor of the Beneficiary,

{b) those certain Bonds, as defined 1n the Letter of Credit, and (c) that certamn Ordinance, as
defined mn the Letter of Credit

1. The Beneficiary 15 the Paying Agent/Registrar, as defined 1n the Letter of
Credit, under the Indenture

2 The Beneficiary 15 entitled to make this Drawing i1n the amount of
b under the Letter of Credit pursuant to Part 52 of Appendix A to the
Ordinance

3. {a) The amount of this Drawing 1s cqual to (1) the principal amount of

Bonds to be redeemed by the City, as defined in the Letter of Credut, pursuant to Part 3 04
of Appendix A to the Ordinance on [insert apphcable date} (the “Redemption Date ™)
other than Bank Bonds (as defined n the Letter of Credit), Bonds which bear interest at a
rate other than a Covered Mode (as defined in the Reimbursement Agreement or Bonds
owned by or on behalf of the City (as defined in the Letter or Credit), plus (1) interest on
such Bonds accrued from the smmediately preceding Interest Payment Date (as defined 1n
the Ordinance) to the Redemption Date, provided that in the event the Redemption Date
comcides with an Interest Payment Date this drawing does not mclude any accrued
interest on such Bonds

(by  Ofthe amount stated 1n paragraph 2 above

{1) 3 15 demanded i respect of the principal
amount of the Bonds referred to in paragraph (a) above, and

{n) 3 15 demanded m respect of accrued mterest on
such Bonds

4 Payment by the Bank pursuant to this Drawing shall be made to
. ABA Number . Account Number .
Attention . Re
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5. The amount of the Drawing made by ths Certificate was computed m
compliance with the terms and conditions of the Ordinance and, when added to the
amount of any other Drawing under the Letter of Credit made simultaneously herewith,
does not exceed the Available Amount, as defined 1n the Letter of Credit.

6 Upon payment of the amount drawn hereunder, the Bank 1s hereby
directed to permanently reduce the Available Amount by $[insert amount of reduction]
and the Available Amount shall thereupon equal $[insert new Available Amount] The
Available Amount has been reduced by an amount equal to the principal of Bonds paid
with this Drawing and an amount equal to 35 days’ interest thereon at the Cap Interest
Rate, as defined 1n the Letter of Credit

7 Of the amount of the reduction stated in paragraph 6 above:

fa) § 1s attributable to the pnincipal amount of Bonds
redeemed; and

(b} $ 15 attmbutable to interest on such Bonds (1€,
35 days’ interest thereon at the Cap Interest Rate)

8 The amount of the reduction 1n the Available Amount has been computed
in accordance with the provisions of the Letter of Credit

9 Following the reduction, the Available Amount shall be at least egual to
the aggregate prnncipal amount of the Bonds outstanding (to the extent such Bonds are
not Bank Bonds, as defined in the Letter of Credit), other than Bonds beantng interest at a
rate other than a Covered Mode or bonds owned by or on behalf of the City plus 35 days’
mterest thereon at the Cap Interest Rate

10 In the case of a redemption pursuant to Part 3 04 of the Ordinance, the
Paying Agent/Registrar, prior to giving notice of redemption to the owners of the Bonds,
recerved written evidence from the Bank that the Bank has consented to such redemption

IN WITNESS WIHEREOF, this Cerfificate has been executed this day of ,
[PAYING AGENT/REGIS IRAR]

By
Name
Thitle

! To be imcluded i certificate only 1f Section [ ] is referenced n paragraph 2 or 3 above
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ExHIBIT E
TO
LETTER OoF CREDIT DCL #

LiguiniTy DRAWING CERTIFICATE

Dexia Credit Local
445 Park Avenue, 8th Floor
New York, New York 10022

Attention Public Finance Department

The undersigned individual, a duly authonzed representative of
(the “Beneficiary’) hercby certifies as follows with respect to {a) that certain Irrevocable
Transferable Direct-Pay Letter of Credit DCL # dated Angust 14, 2008 (the “Letter of
Credit "), 1ssued by the Bank 1n favor of the Beneficiary; (b) those certain Bonds, as defined m
the Letter of Credit; and (c) that certain Ordinance, as defined in the Letter of Credit

1. The Beneficiary is the Paying Agent/Registrar under the Ordinance

2 The Beneficiary 1s entitled to make this Drawing under the Letter of Credat
in the amount of § with respect to the payment of the purchase prce of
Bonds tendered for purchase in accordance with Article [V of Appendix A to the
Ordinance and to be purchased on [insert apphicable date} (the “Pwrchase Date "} which
Bonds have not been remarketed as prowvided 1n the Ordinance or the purchase price of
which has not been received by the Beneficiary by 10 30 am, New York tume, on said
Purchase Date.

3 (a) The amount of the Drawing 15 equal to (1) the pnncipal amount of
Bonds to be purchased pursuant to the Ordinance on the Purchase Date other than Bank
Bonds {as defined 1n the Letter of Credit), Bonds which bear interest at a rate other than a
Covered Mode {(as defined 1n the Reimbursement Agreement or Bonds owned by or on
behalf of the City (as defined in the Letter or Credit), plus (1) interest on such Bonds
accrued from the immediately preceding Interest Payment Date (as defined in the
Ordinance) (or if none, the date of 1ssuance of the Bonds) to the Purchase Date, provided
that 1in the event the Purchase Date coincides with an Interest Payment Date this drawing
does not include any accrued mterest on such Bonds

(b) Of the amount stated 1n paragraph 2 above

n 5 1s demanded n respect of the principal
portion of the purchase price of the Bonds referred to wm paragraph 2
dabove, and

(in % 1s demanded 1n respect of payment of the

interest portion of the purchase price of such Bonds

HOU 28185053



4 The amount of the Drawing made by this Certificate was computed 1n
comphance with the terms and conditions of the Ordinance and, when added to the
amount of any other Drawing under the Letter of Credit made simultaneously herewath,
does not exceed the Available Amount, as defined in the Letter of Credit

5 The Beneficiary will register or cause to be registered in the name of the
Bank upon payment of the amount drawn hereunder, Bonds i the principal amount of
the Bonds being purchased with the amounts drawn hereunder and will deliver such
Bends to the Paying Agent/Registrar in accordance with the Ordinance

6 Payment by the Bank pursuant to this drawing shall be made to
. ABA Number . Account Number .

Attention ,Re
IN WITNESS WHEREOF, thig Certificate has been executed this day of ,
[PAYING AGENT/REGISTRAR]
By
Name
Title
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Exmsir F
TO
LETTER oF CREDIT DCL #

STATED MATURITY DRAWING CERTIFICATE

Dexta Credit Local
445 Park Avenue, 8th Floor
New York, New York 10022

Attention Public Finance Department

The undersigned individual, a duly authorized representative of
{the “Beneficiary™), hereby certifies on behalf of the Beneficiary as follows with respect to
(a) that certain Irrevocable Transferable Direct-Pay Letter of Credit DCL # dated
August 14, 2008 (the “Letrer of Credit”), 1ssued by the Bank in favor of the Beneficiary;
(b} those certain Bonds, as defined m the Letter of Crednt, and (c) that certain Ordinance, as
defined n the Letter of Credit

1 The Beneficiary 1s the Paying Agent/Regstrar under the Ordinance

2 The Beneficiary 1s cntitled to make this Drawing 1n the amount of
$ under the Letter of Credit pursuant to the Ordinance

3 Fhe amount of this Drawing 1s equal to the pnncipal amount of Bonds
outstanding on , 20__, the matunty date thercof as specified in the

Ordinance, other than Bank Bonds (as defined mn the Letter of Credit), Bonds which bear
mterest at a rate other than a Covered Mode (as defined in the Reimbursernent Agreement
or Bonds owned by or on behalf of the City (as defined i the Letter or Credit)

4 The amount of this Drawing made by this Certificate was computed 1n
compliance with the terms and conditions of the Ordmance and, when added to the
amount ot any other Drawing under the Letter of Credit made simultaneously herewith.
does not exceed the Available Amount, as defined 1n the Letter of Credit.

5 Payment by the Bank pursuant to this drawing shall be made to
, ABA Number . Account Number
Attention , Re
IN WITNESS WHEREOQF, this Certificate has been executed this day of

|PAYING AGENI/REGISTRAR]

By
Name
Title
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ExmBIT G
TO
LETTER OF CREDIT DCL #

REDUCTION CERTIFICATE

Dexia Credit Local

445 Park Avenue, 8th Floor

New York, New York 10022
Attentton Public Finance Department

The undersigned individual, a duly authonzed representative of (the
“Benefictary "), hereby certifies wath respect to (a) that certain Irrevocable Transferable Direct-
Pay Letter of Credit DCL # dated August 14, 2008 (the “Letter of Credit™), issued by
the Bank 1n favor of the Beneficiary, (b) those certain Bonds, as defined in the Letter of Credat,
and (c} that certain Ordinance, as defined in the Letter of Credit

1 The Beneficiary 1s the Paying Agent/Regstrar under the Ordinance

2. Upon receipt by the Bank of this Certificate, the Available Amount, as
defined 1n the Letter of Credit, shall be reduced by $ and the Available
Amount shall thereupon equal $ $ of the new Available
Amount is attributable to interest

3 The amount of the reduction 1n the Available Amount has been computed
in accordance with the provisions of the Letter of Credit

4 Following the reduction, the Available Amount shall be at least equal to
the aggregate principal amount of the Bonds outstanding (other than Bank Bonds (as
defined m the Letter of Credit), Bonds bearing interest at a rate other than a Covered
Mode (as defined in the Remmbursement Agreement) or Bonds owned by or on behalf of
the City (as defined 1n the Letter or Credit)) plus 35 days’ interest thercon at the Cap
Interest Rate (as defined 1in the Letter of Credit)

IN WIINESS WHEREOF, this Certificate has been executed this day of .
[PAYING AGENT/REGISTRAR]

By
Name
Title
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ExmsiT H
TO
LETTER OF CREDIT DCL #

NOTICE OF AMENDMENT

/

[Date]

[PAYING AGENT/REGISTRAR]

Attention

Ladies and Gentlemen

Reference is hereby made to that certan Irrevocable Transferable Direct-Pay Letter of
Credit DCL # dated August 14, 2008 (the "Letter of Credit”), established by us in
your favor as Beneficiary. We hereby notify you that, in accordance with the terms of the Letter
of Credit and that certain Reimbursement Agreement dated as of August 1, 2008, by and
between the City of Austin, Texas, and us the Available Amount, as defined 1n the Letter of

Credit, has been reduced to $
This letter should be attached to the Letter of Credit and made a part thereof

DExEA CREDIT LOCAL. acting through its New York
Branch

By
Name'
Titler
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ExHimIT 1

TO
LETTER OF CREDIT DCL #
TRANSFER CERTIFICATE
[Date]
Dexia Credit Local
445 Park Avenue, 8th Floor

New York, New York 10022
Attention. Public Finance Department

Ladies and Gentlemen

Reference 1s made to that certan Irrevocable Transferable Direct-Pay Letter of Credit
No DCL # dated August 14, 2008 (the “Lerter of Credut’). which has been
established by the Bank (as defined m the Letter or Credit) in favor of

The undersigned, a duly authonzed officer or agent of [Name of Transferor], has
transferred and assigned (and hereby confinns to you said transfer and assignment) all of 1its
rights tn and under said Letter of Credit to [Name of Transferee] and confirms that {Name of
Transferor] no longer has any rights under or interest in said Letter of Credit

Transferor and Transferee have indicated on the face of said Letter of Credit that 1t has
been transferred and asstgned to Transferee

The undersigned, a duly authonzed officer or agent of the Transferee, hereby certifies
that the Transferce 1s o duly authorized Transferee under the terms of said Letter of Credit and 15
accordingly entitled, upon presentation of the documents called for therein. o recerve payment
thereunder

[ TRANSFEROR]

By
Name
Title
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EXHIBIT J

TO
LETTER OF CREDIT DCL #
NOTICE OF EXTENSION
[PAYING AGENT/REGISTRAR]
Attention,

Ladies and Gentlemen®

Reference 1s hereby made to that certamn Irrevocable Transferable Direct-Pay Letter of
Credit DCL # dated August 14, 2008 (the “Letter of Credit™), established by us in
your favor as Beneficiary We hereby notify you that, 1n accordance with the terms of the Letter
of Credit and that certain Reimbursement Agreement dated as of May 1, 2008, by and between
the City (as defined 1n the Letter of Credit) and the Bank (as defined in the Letter of Credat), the
Stated Expiration Date, as defined in the Letter of Credit. has been extended to

Thus letter should be attached to the Letter of Credit and made a part thereof

DEexta CREDIT LOCAL. acting through 1ts New York
Branch

By
Name
Title
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EXHIBIT D

REMARKETING AGREEMENT
Dated as of

August __, 2008

Between
CITY OF AUSTIN, TEXAS
And

MORGAN KEEGAN & COMPANY, INC,
as Remarketing Agent

Related to*

CITY OF AUSTIN, TEXAS
HOTEL OCCUPANCY TAX
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REMARKETING AGREEMENT

THIS REMARKETING AGREEMENT dated as of August _ , 2008 (this
“Agreement™), between CITY OF AUSTIN, TEXAS (the “Issuer™), and MORGAN KEEGAN
& COMPANY, INC,, as Remarketing Agent {the “Remarketing Agent™)

Recitals

A, The Issuer authonzed the 1ssuance of its City of Austin, Texas Hotel Occupancy
Tax Subordinate Lien Varmable Rate Revenue Refunding Bonds, Series 2008 (the “Bonds”),in
the aggregate principal amount of $ , pursuant to the provisions of Ordinance No
20080724-__ adopted and approved by the Issuer on July 24, 2008 (the *Ordinance™)
Deutsche Bank Trust Company Americas has been appointed as paying agent and bond registrar
(the “Paying Agent/Remistrar’) with respect to the Bonds under the Ordinance Ali terms not
otherwise defined in this Remarketing Agreement have the meanings ascribed to such terms
the Ordinance

B. Pursuant to the Ordinance the Bonds are issued as two subsenes (each, a
“Subscnics™), and the Bonds may bear interest at variable interest rates and, under the
circumstances. at the tmes and in the manner provided n the Ordinance, may be, and at certain
times are required to be, tendered by the holders thereof for purchase

C. The Bonds are subject to both optional and mandatory tender for purchase by the
holders thereof and to remarketing, all as provided 1n the Ordinance

D. The Bonds are more fully described in the Official Statement, dated August _,
2008 (the "Officia] Statement™) and the Ordinance

E Pursuant to the Ordinance, the Issuer desires to appoint Morgan Keegan &
Company, Inc . as its agent for the remarketing of the Subseries A Bonds to perform the services
of Remarketing Agent provided for heremn and in the Ordinance and Morgan Keegan &
Company, Inc 1s willing to do so on the terms and conditions set forth herem

F. The City has entered mto a Reimbursement Agreement, dated as of August __
2008, (the "Liguidity Faciity™} with Dexia Credit Local, acting through its New York Branch
(the “Bank™), pursuant to which the Bank has agreed to issue a direct pay letter of credit (the
“Letter of Credu™ for the payment of the principal and interest on the Bonds and to provide
liquidity to pay the purchase price of any tendered Bonds

NOW, THEREFORE 1n consideration of the forcgoing and the mutual representations,
covenants and agreements set forth n this Agreement, the parties to this Agreement hercby
covenanl and agree as follows

1. Representations and Warranties of the Issuer The Issuer represents and warrants
to the Remarketing Agent that as of the date hereof

{a) The representations and warrantics made by the Issuer in the Liquidity
Facility to the Bank are true and correct
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(b}  This Agreement has been duly authorized by the Issuer and constitutes the
legal, vaiid and binding obligation of the Issuer, enforceable 1in accordance with 1ts terms,
except as such enforceability may be hmited by bankruptcy or other laws affecting the
enforcement of creditors™ rights generally or by general equitable principles and except as
rights of indemmity or contribution hereunder may be limited by law or public policy

2. Acceptance of Appoimntment and Obhgations of Remarketing Agent.

(a) Morgan Keegan & Company, Inc. hercby accepts its appointment as the
Remarketing Agent for the Subsenes A Bonds and hereby accepts and agrees to perform
the duties and obligations imposed upon it as Remarketing Agent under the Ordmance

{b)  The Remarkehing Agent hereby certifies that 1t 15 a member of the
National Associtation of Secunties Dealers, Inc, having a capitalization of at least
$15,000,000 and 15 authorized by law to perform all the duties imposed upon 1t as
Remarketing Agent by this Agreement and the Qrdimance

(c) The Remarketing Agent will deternmine the Daily Rate, the Weekly Rate,
the Commercial Paper Rate, the Term Rate and the Fixed Rate and, in the case of
Subseries A Bonds bearing interest in the Commercial Paper Mode, the Interest Periods
therefor, all 1 accordance with the Ordinance, and will give notice of such rates mn the
manner and to the persens specified therein  In addition, the Remarketing Agent will
provide all notices 1n the manner and at the times set forth i the Ordinance

{(d}  The Remarketing Agent will keep books und records wath respect to its
duties as Remarketing Agent as 1s consistent with prudent mdustry practice and will
make those books and records available for inspection by the lssuer at all reasonable
times during 1ts normal business hours

(e) The Remarketing Agent will be acting solely as an agent n the resale of
the Subseries A Bonds and will use its best efforts to remarhet the Subseries A Bonds in
accordance with the Ordmance and perform all other duties assigned to 1t under the
Ordinance In the event of any conflict between the terms of this Agreement and the
Ordinance, the Ordinance shall control

3 Fecs and Expenses While any Subseriecs A Bonds bear interest at a Weekly Rate,
unless otherwise agreed upon from time to time by the Issuer and the Remarketing Agent, the
Issuer will pay the Remarketing Agent directly as compensation for 1ts services for any Subseries
A Bonds bearing intercst at a Weekly Rate, a fee equal to { %) per annum of
the weighted average principal amount of the Subseries A Bonds outstanding bearing mterest at a
Weekly Rate during each threc-month pertod (or from the date of the remarketing of such Bonds
to the first interest payment date with respect thereto), payable quartcrly m arrears en each

. . and . COMMCACING
2008 If the Bonds are to bear interest at a Daily Rate or at a Commercial Paper Rate, the Issuer
will pay the Remarhetmg Agent for Subserics A Bonds bearing interest at a Daily Rate or ata
Commercial Paper Rate a remarheting tee that 1s mutually agreed to by the Issuer and the
Remarketing Agent at the time of conversion of any Subseries A Bonds to a Daily Rate or a

t2
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Commercial Paper Rate, as apphcable The Remarketing Agent will not be entitied to
compensation after this Agreement 1s terminated except for a pro rata portion of the fee n
respect of the quarter in which such termination occurs  Additionally, the Issuer will retmburse
the Remarketing Agent for its reasonable out-of-pocket expenses in performing 1ts obligations
hereunder, including, without ltmitation, expenses ncurred in the preparation and distribution of
the Disclosure Documents (referred to in section 4) and m connection with the proposed
conversion of any Subseries A Bonds from one Mode to another Mode  The parties anticrpate
that separate arrangements for compensation will be made for the remarketing of Subseries A
Bonds in connection with a conversion to the Term Rate Mode, the Auction Rate Mode or the
Fixed Rate Mode at the time of such conversion

4. Disclosure Document If required under any applicable law or as a matenal change
n the information n a disclosure document heretofor used n connection with the sale or
theretofore used in connection with the remarketing of the Subseries A Bonds, which may
include the Official Statement (the “Disclosure Document”), the Issuer promptly will provide the
Remarketing Agent with a disclosure document reasonably satisfactory to the Remarketing
Agent and its counsel mn respect of the Subseries A Bonds  The Issuer will supply the
Remarketing Agent with such number of copies of such disclosurc document as the Remarketing
Agent reasonably requests from time to tume, within such reasonable time perted as will permit
the Remarketing Agent to comply with the provisions of Rule 15¢2-12 of the Secuniies and
Exchange Commussion promulgated pursuant to the Securities Exchange Act of 1934, as
amended (the “Rule™) The Issuer will supplement and amend the Disclosure Document so that,
at all times when used m connection with the remarketing of the Subseries A Bonds. the
Disclosure Document to their knowledge will not contain any untrue statement of a matcrial fact
or omit to state a material fact necessary to make the statements theremn, i the hght of the
circumstances under which they were made, not musleading, provided, however, that ne such
amendment or supplement will be made prior to allowing the Remarketing Agent a reasonable
opportunity to review 1t The Issuer will not however, be required to make representations or
warranties as to statements or omissions based upon information furmished to the lssuer in
writing by or on behalf of the Remarketing Agent relating to the Remarketing Agent expressly
for use theremn

The Issuer agrees to notify thc Remarketing Agent prosmptly in writing of the vccurrence
of any of the following events

{a)  any default under the Bonds, the Ordinance or the Ligmdity Facility of
winch 1t has knowledge or any event which. with notice or lapse of time or buth. would
constitute such an event of default,

{b) any event with respect to the Subseries A Bonds which requires the
delivery of a favorable Opimon ot Bond Counsel pursuant to the Ondinance,

{cy  any optional redemption pursuant to the Ordinance,

{d) any mandatory redemption {other tham pursuant to sinhing fund
provisions) pursuant to the Ordinance,
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{e) each matertal amendment, modification or suppiement to the Ordinance,

N any adverse change, or threatened adverse change, m the federal income
tax treatment of interest on the Subseries A Bonds,

(g)  any fact or occurrence as a result of which the Disclosure Document
would be or become false or misleading 1n any materal respect or any representation or
warranty made herem would become false,

{h)  any material adverse change tn the financial condition or general affairs of
the Issuwer, or

(1} any reduction, qualification or withdrawal or any wnitten suggestion by
any rating agency that 1t 1s considering a possible reduction, yualification, or withdrawal
n the rating of the Subseries A Bonds, or

Q) any failure of the Liquidity Provider to honor the Letter of Credit or other
default by the Liguidity Provider

The Issuer hereby achnowledges the requirements imposed on the Remarketing Agent by
the Ruje The Issuer covenants and agrees that it will comply with the continuing disclosure
requirements pursuant 1o Section (b}(5)(1) of the Rule to the extent applicable to the Remarketing
Agent and the Bonds, and take such other actions 4s 15 reasonably necessary to enable the
Remarketing Agent to comply with the Rule. 1if applicable

Upan the request of the Remarketing Agent, which may be made from time to time, the
Issuer shall cooperate with the Remarketing Agent to cause the Subseries A Bonds to quahfy for
offer, remarketing and sale under the blue sky laws as the Remarketing Agent may designate,
and the Issuer shall pay, or reimburse 1If paid by the Remarketing Agent, all reasonable fees and
disbursement of counsel for the Remarketing Agent and all other expenses and filing fees
connection therewith, provided however, that the Issuer shall not be required to file any general
consent to service of process or to quahfy as a forewgn corporaticn or as a dealer 1n secunties
any Junsdiction in which 1t 15 not se qualified or to subject itself to taxation 1 any junsdiction in
which 1t 15 not otherwise subject to taxation

The Issuer shall deliver to the Remarketing Agent such additional information eoncerning
the business and [inancial condition of the Issuer as the Remarketing Agent may reasonably
request

5 Indemmfication

(a} To the extent permitted by law the Issuer agrees to indemmfy and hold
harmless the Remarheting Agent and each Person, if any, who controls {as such term 15
defined tn Section 15 of the Securties Act of 1933, as amended (the ‘Securitics Act™))
the Remarheting Agent against any and all losses, claims, damages, expenses, and
llabihities whatsoever arnsing out of any untrue statement or alleged untrue statement of a
material factl in the any Disclosure Document or any omission or alleged omission of any
materal fact necessary to make the statements therein, at the time and in light of the
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circumstances under which they were made, not misleading, including, without limiting
the generality of the foregoing, the aggregate amount paid in settlement of any litigation
commenced or threatened or of any claim whatsoever based upon any such untrue
statement or omission or alleged untrue statement or omussion, 1if such settlement is
effected with the written consent of the Issuer, and any amount reasonably mcurred m
mvestigating, prepanng, or defending agamst any btigation commenced or threatened or
any claim based upon any such untrue statement or omission or alleged untrue statement
or omission, provided however, the Issuer shall not indemnify the Remarketing Agent or
any Person, for losses, claims, damages, expenses or habihties anising from information
provided by Banc of America Secunittes LLC, Morgan Keegan & Company, Inc, Dexia
or DTC for use 1n a Dhsclosure Document  In case any claim should be made or action
brought agamnst any of the Remarketing Agent or any controlling Person (as aforesaid)
based upon the Disclosure Document, m respect of which indemmity may be sought
agamnst the Issucr, the Remarketing Agent or such controlling Person shall, promptly
notify the Issuer in writing setting forth the particulars of such claim or action and the
Issuer shall assume the defense thereof, including the retaiming of counsel and the
payment of all expenses, provided however that failure to provide such notification shall
not affect an mdemmfied party’s right to indemmification hereunder The Remarketing
Agent or any such controlling Person shall have the right to retam separate counsel in any
such action and to participale in the defense thereof. but the fees and expenses of such
counsel shall be at the Remarketing Agent’s expense or the expense of such controlling
Person unless the retaining of such counsel has been specifically autherized in writing by
the Issuer or counsel has advised the Remarketing Agent that the representation of the
two parties would constitute a coaflict and be mappropriate due to actual or potential
differing of interests between them

(b)  The Remarketing Agent will indemmnufy and hold harmless the Issuer, each
of its officers and employees and each Person who controls the Issuer within the meaning
of the Securities Act, to the same extent as the forcgoing sindemnity from the Issuer to the
Remarketing Agent, but only with respect (i) to written information relating to the
Remarketing Agent under the captrons “DESCRIPTION OF THE BONDS -
Remarketing Agents” and “DESCRIPTION OF THE BONDS - Disclosure Concerning
Tender Process and Sales of Adjustable Rate Bonds by Remarketing Agents,” which
information was furnished by the Remarheting Agents specifically for use 1n preparation
of the Otficial Statement or (11) written mformation relating to the Remarketing Agents
furmished by the Remarketing Agent specifically for use in any other Disclosure
Document or any supplement or amendment thereto

(c) If the indemnification provided for above 1s unavailable or msufficient to
hold harmless an mdemnified party 1n respect of any losses, clamms, damages or habihties
referred to above, then each indemnifying party, in heu of indemnifying such indemmified
party, shall to the extent permutted by law, contribute to the amount paid or payablc by
such indemnified party as a result of such losses, claims, damages or habilities (1) 1n such
proportion as 1s appropriate to reflect the relative benefits recerved by the Issuer and the
Remarketing Agent from the remarketing of the Subseries A Bonds or (1) in such
proportion as 15 appropriate to reflect not only the relative benefits referred to 1n clause (1)
above but also the relative fault of the Issuer and of the Remarketing Agent 1n connection
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with the statements or omissions that resulted m such losses, claims, damages or
habihties. as well as any other relevant equitable considerations The relative benefits
received by the Issuer and the Remarketing Agent shall be deemed to be m the same
respecttve proportions as the net proceeds from the remarketing (before deducting
expenses) received by the Issuer and the total compensation received by the Remarketing
Agent n the preceding twelve (12) months, pursuant to section 3 hereunder The relative
fault of the Issuer and the Remarketing Agent shall be determined by reference to, among
other things, whether the untrue or alleged untrue statement of a matenal fact or the
omussion or alleged omission to state a material fact relates to information supplied by the
Issuer or by the Remarketing Agent and the parties’ relative intent, knowledge, access to
mformation and opportumty to correct or prevent such statement or omission

(dy  The Issuer and the Remarketing Agent agree that 1t would not be just and
equitable 1f contnbution pursuant to this Section were determuned by pro rata allocation
or by any other method of allocation that does not take account of the equiable
considerations referred to n the immediately preceding paragraph  The amount paid or
payable by an mmdemnified party as a result of the losses, claims, damages and Labihties
referred to 1n the immediately preceding paragraph shall be deemed to include, subject to
the hmitations set forth above, any legal or other expenses reasonably mncurred by such
mdemmfied party m connection with investigating or defending any such action or claim
Notwithstanding the provisions of this section 5, the Remarketing Agent shall not be
required to centribute hereunder any amount 1n excess of the aggregate amount of
remarketing fees paid to the Remarketing Agent under Section 3 hereof No person
guilty of fraudulent misrepresentation (within the meaning of Section 11(f) to the
Securities Act) shall be entitled to contribution from any person who was not guilty of
such fraudulent misrepresentation

6. Remarketing Agent’s Liabilities The Remarketing Agent will incur no hability to
the Issuer or any other party for its actions as Remarketing Agent pursuant to the terms hereof
and of the Ordtnance except for (1) the habilities for which the Remarketing Agent has agreed to
mdemnify the Issuer and others pursuant to scction 5 above, and (n) its neghgence or willful
missenduct  In setting the interest rates on the Subsenies A Bonds, the Remarketing Agent wall
not be hable for any error made 1n good fmth  The undertahing of the Remarketing Agent to
remarket any Subseries A Bonds pursuant to the Ordinance 1s on a “best efforts™ basts

The duties and obhigations of the Remarketing Agent will be determined solely by the
express provisions of this Agreement and the Ordinance, and the Remarheting Agent will not be
responsible for the performance of any dutics and obligations other than as are specifically set
forth in this Agreement and the Ordinance, and no implied covenants or obligations will be read
mto this Agreement or the Ordinance agamnst the Remarketing Agent  The Remarketng Agent
may conclusively rely upon any notice or document given or furmished 1o 1t and cunforming to
the requirements of thts Agreement or the Urdinance and the Remarkcuing Agent may rely and
will be protected m acting upon such notice or any document reasonably beheved by 1t to be
genuine and to have been given. signed or presented by the proper party or parties

7. Resignation or Removal of Remarketing Agent The Remarheting Agent may be
removed at any time, with or without cause, by the Issucr, upon twenty (20) days written notice
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by the Issuer to the Remarketing Agent, the Paying Agent/Registrar, the Tender Agent, the Bank,
and the Liquidity Facility Issuer, if any In addition, pursuant to the Ordinance, the Remarketing
Agent may be removed for failure to perform its dunies under the Ordinance or for a suspension
of 1ts remarketing activity The Remarketing Agent may at any time resign and be discharged of
the duties and obhigations created by this Remarketing Agreement by giving at least thirty (30)
days written notice to the Issuer, the Paying Agent/Regrstrar, the Tender Agent, the Bank and the
Liquidity Facility Issuer, if any, provided a successor remarketing agent has been appointed If
no successor has been appointed prior to the expiration of such thirty (30) day period, such
resignation shall take effect on the earlier of the sixtieth (60th) day following the date of such
notice or the effective date of the appomntment of a successor, provided that the Remarketing
Agent may immediately cease to offer and scll the Subseries A Bonds if the Issucr ceases to pay
the Remarketing Agent's fees, when due, or if the Remarketing Agent determines, m its
reasonable judgment, that its ability to remarket the Subseries A Bonds has becn or will be
adversely affected as a result of the occurrence of any of the following events. which suspension
will continve so long as, 1n the Remarketing Agent’s reasonable judgment, such event continues
to adversely affect the Remarketing Agent's ability to remarket the Subsenes A Bonds

(a) legislation shall be epacted or be proposed or actively considered for
enactment, or a deciston by a court of the United States shall be rendered, or a ruhing,
regulation, proposed regulation, or statement by or on behalf of the Securities and
Exchange Commission or other governmentai agency having junisdiction of the subject
matter shall be made, to the effect that (1) the Subseries A Bonds. or any comparable
securities of the Issuer or any obligations of the general character of the Subscries A
Bonds, are not exempt from the registration, qualification or other requirements of the
Securities Act of 1933, as amended and as then m effect, (11} the offer and sale of the
Subseries A Bonds, or any comparable securities of the Issuer or any obligations of the
general character of the Subseries A Bonds would be m violation of any provision of
applicable securities laws,

)] there shall have been any material adverse change 1 the affars of the
Issuer,

{c) a general banking moratortum shall have been declared by federal or state
authonties having junsdiction or a matenal disruption in commercial banking or
securities settlement or clearance services shall have occurred,

(&)  there shall have occurred (1) an vutbreak or escalation of hostilities
mvolving the United States or the declaration by the United States of a natwonal
emergency or war oceurs or (1) the occurrence of any other calamity or crnisis or any
change in the financial, pehtical, or economic conditions m the Umited States or
elsewhere,

{e) a downgrade or withdrawal of the rating of the Subseries A Bonds shall
have occurred or there shall have occurred or notice shall have been given of any
mmtended downgrading or published negative change in outlook 1 the rating accorded to
any of the Issuer’s debt obligations that are secured in a like manner as the Subscries A
Bends (including the Subseries A Bonds),
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(0 there shall be established any new or additional restriction on transactions
in securities matertally affecting trading in or the free market for secunities (including the
imposition of any limitation on interest rates) or the extension of credit by, or a change to
the net capital requirements of. underwnters established by the New York Stock
Exchange, the Secunties and Exchange Commission or any other governmental,
administrative, executive or regulatory authority or by any national securities exchange,

{g)  astop order, release, regulation, or no-action letter by or on behalf of the
Secunties and Exchange Commussion or any other governmental agency having
Junischchon of the subject matter shall have been 1ssued or made to the effect that the
remarketing of the Subseries A Boends, including all the underlymng obligations as
contemplated hereby or by any Disclosure Document, 15 or would be i violation of any
provision of apphcable secunties laws,

(h)  there shall be in force a general suspension of trading on the New York
Stock Exchange, or mimimum or maximum prices for trading shall have been fixed and
be in force. or maximum ranges for prices for securities shall have been required and be
in force on the New York Stock Exchange, whether by virtue of a determination by that
exchange or by an order of the Securies and Exchange Commuission or any other
governmental authonty having jurisdiction,

(n there shall exist any event or circumstance that m the Remarketing
Agent’s reasonable judgment either makes untrue or incorrect in any material respect any
statement or information tn any Disclosure Document or 1s not reflected m any
Dusclosure Document but should be reflected therein 1 order to make any statement of
materal fact therein not misleading i any matersal respect,

) the Remarketing Agent determines, s sole discretion upon consultation
with counsel, that either (1} a disclosure document 1s required by applicable law to be
distributed to prospective purchasers and that such document 1s not available or, if
avatlable, is not reasonably satisfactory to the Remarketing Agent in form or substance or
(1) a continmng disclosure undertabing s required by apphcable faw and that such
undertaking 15 either not then m effect or 15 not reasonably satisfactory to the
Remarketing Agent in form or substance,

(k}  legislation shall have been enacted or mtroduced by the Congress of the
United States or the legislature of the State or legislation shall have been reported cut of
committee af either body or be pending 1n commuttee of erther body, or a decision shall
have been rendered by a court of the United States or the State or the Tax Court of the
Umted States, or a ruhng. resolution, regulation. or temporary regulation, release, or
announcement shall have been made or shall have been proposed to be made by the
Treasury Department of the United States or the Internal Revenue Service, or other
tederal or State authority, with respect to federal or State taxation upon revenues or other
mcome ot the general character of that to be derrved by the Issuer from its operations, or
upon 1erest recetved on obhgahions of the general character of the Subseres A Bonds
that, in the Remarheting Agent s reasonable judgment, materially adversely affects the
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market for the Subsenes A Bonds, or the market price generally of obhigations of the
general character of the Subsenes A Bonds,

(N the Remarketing Agent receives an opinion of Bond Counsel to the Issuer
(a copy of which will be furmished to the Issuer) that substantial grounds exist upon
which interest on the Subseries A Bonds is not excludable from gross income for federal
mcome tax purposes, or

{m} an msolvency event, including, without limitation, the bankrupicy or
default of any other 1ssuer of or obligor on obhigations of the general character of the
Subsenes A Bonds, shall have occurred

In addition, the Remarketing Agent will suspend 1ts remarketing efforts upon receipt of
notice of the occurrence of an event of default under the Subseries A Bonds, the Ordinance or the
Liquidity Facility, or upon a wrongful dishonor of the Letter of Credit or other default of the
Liquidity Provider

8. Dealing m Securities by Remarketing Agent The Remarketing Agent, n its
individual capacity, etther as principal or agent, may buy, sell, own, hold and deal in any of the
Subseries A Bonds, and may jom in any action which any owner of such Bonds may be entitled
to take with hke effect as it «hd not act in any capacity hereunder, however, the Remarketing
Agent will have no obligation hereunder to buy or take any position 1n the Subseries A Bonds for
its own account The Remarketing Agent, n its individual capacity, either as principal or agent,
may also engage 1n or be interested m any financial or other transaction with the Issuer and may
act as depository, trustee, or agent for any comnnttee or body of ewners of such Bonds or other
obligations of the [ssuer freely as 1f 1t did not act in any capacity hereunder

9. Intention of Parties It 15 the express intention of the parties hereto that no purchase,
sale or transfer of any Subseries A Bonds as herein provided. will constitute or be construed to
be the extinguishment of any such Bond or the windebtedness represented thereby or the
reissuance of any Subseries A Bond or the refunding of any indebtedness represented thereby

10. Amendment

(a) The Issuer agrees not to consent to any amendment of the provisions of
the Ordinance with respect to this Agreement or the rights and dutres of the Remarketing
Agent hereunder or thereunder without the prior wntten consent of the Remarketing
Agent which will not be unrcasonably withheld

(b} This Agreement may nut be amended except by a wniting signed by cach
of the parties herete, may not be assigned without the mutual consent of the parties
hereto, and will not confer any rights upon any other person or any registered or
beneficial owners of the Subserics A Bonds in their capacities as such

11 Notices.

Unless otherwise provided, all netices, requests, demands and formal actions hereunder
must be m writing and mailed. telegraphed or delivered. as follows
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If to the Issuer

City of Austin

700 Lavaca, Suite 1510
Austin, Texas 78701
Attention Treasurer
Tel 512-974-7882

If to the Remarketing Agent

Morgan Keegan & Company, Inc
50 North Front Street, 50th Fleor
Memptus, Tennessee 38103
Attention: Thomas Galvin

Tel 901-579-4226

Fax 901-576-4363

If to the Paying Agent/Registrar or the Tender Agent

Deutsche Bank Trust Company Amenicas
60 Wall Street, 27" Floor

Mail Stop NYC60-2715

New York, New York 10005

Attention  Christina Van Ryzin
Telephone (212)250-7848

Facsimile (212) 797-8618

E-mail Chnstina van-ryzin(iadb com

If to the Bank

Dexia Crédit Local, acting through its New York Branch
445 Park Avenue, 7th Floor

New York, New York 10022

Attention  Public Finance Department, Richard E Skrera
Telephone (212) 515-7000

Facsimule (212) 753-5516

Each of the above parties may. by wnitten notice given hereunder to the others, designate
any further or differemt addresses to which subsequent notices, certificates requests or other
communications 1s sent  In addition, the partivs hereto may agree to any other means by which
subsequent netices, certificates, requests or other communications may be sent

12 Goverming Law and Waiver of Tral by Jury THIS AGREEMENT WILL BE
GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE
STATE OF TEXAS TO THE EXTENT PERMITTED BY LAW, EACH OF THE PARTIES
HERETO ALSO JRREVOCABLY WAIVES ALL RIGHT TO TRIAL BY JURY IN ANY

io

1100 2818480 4



ACTION, PROCEEDING OR COUNTERCLAIM ARISING OUT OF THIS REMARKETING
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY

13. Execution of Counterparts This Agreement may be ecxecuted in several
counterparts, each of which will be regarded as an onginal and all of which will constitute one
and the same document

14. Electronic Transaction The parties agree that the transaction descnbed herem may
be conducted and related documents may be stored by electronic means Copies, telecopies,
facsimles, electromce files and other reproductions of oniginal executed documents will be
deemed to be authentic and valid counterparts of the original documents for all purposes,
including the filing of any clam, acuon or suit 1n the approprate court of law,

15. Severability  If any clause, provision or Section hereof 1s ruled mnvald or
unenforceable by any court of competent jurisdiction, the invalidity or unenforceabitlity of such
clause, provision or Section will not affect any of the remaining clauses, provisions or sections
hereof

16. The obhgations of the respective parties hereto may not be assigned or delegated to
any other person wrthout the consent of the other parties herete  This Agreement will nure to
the bepefit of and be binding upon the Issuer and the Remarketmg Agent and their respective
successors and assigns, and will not confer any rights upon any other person, partnership,
association or corporation other than persons, if any, controlling the Remarketing Agent within
the meamng of the Securities Act

17, All of the representations warranties and agreements contained in this Agreement of
the Issuer and the Remarketing Agent shall remain operative and n full force and effect,
regardless of (1) any investigation made by or on behalf of the Remarketing Agent or the Tssuer,
(11} dehvery of and any payment for any Subseries A Bonds hereunder or (11} termination or
cancellation of this Agreement

18. Section headings have been nserted in this Agreement as a matter of convemence of
reference only, and 1t 15 agreed that such section headings are not a part this Agreement and will
not be used 1n the mterpretation of any provision of this Agreement

19. This Agreement shall only be amended, suppiemented or modified in a writing signed
by a duly authorized representative of the parties hereto

20. The Remarheting Agent may record telephone communications with the Issuer, the
Paywng Agent, the Trustee, or the Tender Agent, or all of them

21, This Agreement shall not be deemed or construed to be modified, rescinded, canceled
or warved, in whole or n part, except by a written mstrument signed by a duly authorized
representative of the parties hereto

22 Fatlure of any party to this Agreement to exercise any right or remedy hereunder in
the event of a breach of this Agreement by any uther parly shall not constitute a warver of any
such right or remedy with respect to any subsequent breach

11

HOLE 281 KARO



{Execution Page Follows /

HOU 2818480 4



IN WITNESS WHEREOF, the parties hereto have caused this Remarketing Agreement
to be duly executed by their duly authorized officers as of the day and year first above wntten

HOU 2818480 4

CITY OF AUSTIN, TEXAS, as
Issuer

By
Name
Title

MORGAN KEEGAN & COMPANY, INC., as
Remarketing Agent

By
Name
Title




REMARKETING AGREEMENT
Dated as of

August __, 2008

Between
CITY OF AUSTIN, TEXAS
And

BANC OF AMERICA SECURITIES LLC
as Remarketing Agent

Related to:

CITY OF AUSTIN, TEXAS
HOTEL OCCUPANCY TAX

SUBORDINATE LIEN VARIABLE RATE REVENUE REFUNDING BONDS,
SERIES 2008

L]

Subseries B Bonds
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REMARKETING AGREEMENT

THIS REMARKETING AGREEMENT dated as of August _ , 2008 ({this
“Agreement™), between CITY OF AUSTIN, TEXAS (the “Issuer™), and BANC OF
AMERICA SECURITIES LLC. as Remarketing Agent (the “Remarheting Agent™)

Recitals

A, The Issuer authonzed the 1ssuance of its City of Austin, Texas Hotel Occupancy
Tax Subordinate Lien Varable Rate Revenue Refunding Bonds, Senes 2008 (the “Bonds™),n
the aggregate principal amount of $ , pursuant to the provisions of Ordinance No
20080724-  adopted and approved by the lssuer on July 24, 2008 {(the “Qrdinance”)
Deutsche Bank Trust Company Americas has been appointed as paying agent and bond registrar
{the “Paving Agent/Registrar’ ) with respect to the Bonds under the Ordinance All terms not
otherwise defined in this Remarketing Agreement have the meanings aseribed to such terms m
the Ordinance

B. Pursuant to the Ordinance the Bonds are issued as two subseres (each, a
“Subseries™, and the Bonds may bear interest at variable interest rates and, under the
circumstances, at the imes and m the manner provided m the Ordinance, may be, and at certam
times are required to be, tendered by the holders thereof for purchase.

C. The Bonds are subject to both optional and mandatory tender for purchase by the
holders thereof and to remarketing, all as provided 1n the Ordinance

D. The Bonds are more fully described 1n the Official Statement, dated August
2008 (the “Official Statement™) and the Ordinance

E. Pursuant to the Ordmnance, the Issuer desires to appemnt Bane of Amenca
Securities LLC, as 1ts agent for the remarketing of the Subsenies B Bonds to perform the services
of Remarketing Agent provided for herem and in the Ordinance, and Banc of America Securities
LLC 15 willing to do so on the terms and conditions set forth herein

F. The City has entered into a Reimbursement Agreement, dated as of August
2008, (the “Liqudity Facility™) with Dexia Credit Local, acung through its New York Branch
{the “Banh™), pursuant to which the Bank has agreed to 1ssue a direct pay letter of credit (the
“Letter of Credit™) for the payment of the principal and mterest on the Bonds and to provide
liquidity 1o pay the purchase price of any tendered Bonds

NOW, THEREFORE, in consideration of the feregomy and the mutual representations,
covenants and agrcements set forth in thas Agreement. the parties to this Agreement bhereby
covenant and agree as follows

1. Representations and Warranties of the Issuer The Issuer represents and
warrants to the Remarketing Agent that as of the date hereof
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(a)  The representations and warranties made by the Issuer in the Credit
Facihity to the Bank and Deutsche Bank Trust Company Americas (the *Tender Agent”),
are true and correct

(b)  This Agreement has been duly authorized by the Issuer and constitutes the
legal, vahd and binding obligation of the Issuer, enforceable 1 accordance with its terms.
except as such enforceability may be hmited by bankruptcy or other laws affecting the
enforcement of creditors” rights generafly or by general equitable principles and except as
rights of indemnity or contribution hereunder may be limited by law or public policy

2. Accepiance of Appointment and Obhgations of Remarketing Agent.

(a) Banc of Amernica Secunities LLC hereby accepts 1ts appointment as the
Remarketing Agent for the Subserics B Bonds and hereby accepts and agrees to perform
the duties and obligations imposed upon 1t as Remarketing Agent under the Ordinance

(b)  The Remarketing Agent hereby cerufies that 1t 15 a member of the
National Association of Secunties Dealers, Inc, having a caputahzation of at least
$15.000,000 and 1s authorized by law to perform all the duties imposed upon 1t as
Remarketing Agent by this Agreement and the Ordinance

(¢)  The Remarketing Agent will determne the Daily Rate, the Weekly Rate,
the Commercial Paper Rate, the Term Rate and the Fixed Rate and. m the case of
Subseries B Bonds bearing interest in the Commercial Paper Mode the Interest Periods
therefor, all in accordance with the Ordinance, and will give notice of such rates in the
manner and to the persons specified theremn In addition, the Remarketing Agent will
provide all notices in the manner and at the times set forth in the Ordinance

() The Remarketmg Agent will heep books and records with respect to 1ts
duties as Remarketing Agent as 15 consistent with prudent mdustry practice and wall
make those bocks and records available for inspection by the Issuer at all reasonable
times during its normal busmess hours

{c) The Remarketing Agent will be acting solely as an agent in the resale of
the Subsenes B Bonds and will use its best efforts to remarket the Subseries B Bonds in
accordance with the Ordinance and perform all other duties assigned to 1t under the
Ordinance In the event of any conflict between the terms of this Agreement and the
Cirdinance, the Ordinance shall control

i Fees and Expenses While any Subsertes B Bonds bear mterest at a Weekly

Rate, unless otherwise agreed upon from time to time by the Issuer and the Rumarketing Agent,
the Issuer will pay the Remarketing Agent directly as compensation for its services for any
Subseries B Bonds bearing interest at & Weehly Rate, a fee equal to ( %} per
annum of the weighted average principal amount of the Subseries B Bonds outstanding bearing
interest at a Weekly Rate duning each three-month period {or from the date of the remarketing of
such Bonds to the first mterest payment date with respect thereto), payable quarterly m arrears on
each . . and __ commencing
. 2008 If the Bonds are to bear interest at a Daily Rate or at a Commercial Paper

t
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Rate, the Issuer will pay the Remarketing Agent for Subscrics B Bonds bearing interest at a
Daily Rate or 8 Commercial Paper Rate a remarketing fee that 15 mutually agreed to by the Issuer
and the Remarketing Agent at the ttme of conversion of any Subseries B Bonds to a Daily Rate
or Commercial Paper Rate, as applicable The Remarketing Agent will not be entitled to
compensation after this Agreement 15 terminated except for a pro rata portion of the fee m
respect of the quarter in which such termination occurs  Additionally, the Issuer will reimburse
the Remarketing Agent for its reasonable out-of-pocket expenses in performing its oblhigattons
hereunder including, without limitation, expenses incurred in the preparation and distnibution of
the Disclosure Documents (referred to in section 4) and in connection with the proposed
conversion of any Subseries B Bonds from one Mode to another Mode The parties anticipate
that separate arrangements for compensation will be made for the remarketing of Subseries B
Bonds 1n conpection with a conversion to the Term Rate Mode, the Auction Rate mode, or the
Frxed Rate Mode at the tune of such conversion

4 Disclosure Document  If required under any applicable law or as a matertal
change 1n the information 1n a disclosure document heretofor used in connection with the sale or
theretofore used n connection with the remarketing of the Subsenies B Bonds, which may
melude the Official Statement (the “Disclosure Document™), the Issuer pramptly will provide the
Remarketing Agent with a disclosure document reasonably satisfactory to the Remarketing
Agent and s counsel in respect of the Subseries B Bonds The Issuer will supply the
Remarketing Agent with such number of copies of such disclosure document as the Remarheting
Agent reasonably requests from time to time, within such reasonable time peniod as will permt
the Remarketing Agent to comply with the provisions of Rule 15¢2-12 of the Sccurttics and
Exthange Commussion promulgated pursuant to the Securities Exchange Act of 1034, as
amended {the “Rule™ The Issuer will supplement and amend the Dhsclosure Document so that,
at all hmes when used i connection with the remarketing of the Subseries B Bonds, the
Disclosure Document to therr knowledge will not contain any untrue statement of a matenial fact
or omit 1o Slate a maleria) fact necessary to make the statements theremn, m the hght of the
circumstances under which they were made, not misleading, provided, however, that no such
amendment or supplement will be made prior to allowing the Remarheting Agent a reasonable
opportunity to review #  The Issuer will not, however, be required to make representations or
warranties as to statements or omissions based upon mformation furmished to the Issuer in
writing by or on behalf of the Remarketing Agent relating to the Remarketing Agent expressly
for use therein

The Issuer agrees to notify the Remarketing Agent promptly in wniting of the occurrence
of any of the following events

{a) any default under the Bonds, the Ordinance or the Liquidity Facility of
which it has knowledge or any event which, with notice or lapse of ume or both, would
constitute such an event of defavlt,

(b}  aay cvent with respect to the Subseries B Bonds which requires the
delivery of a favorable Opinion of Bond Counsel pursuant to the Ordinance.

(c) any optional redemption pursuant to the Ordinance,

tad
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(d) any mandatory redemption (other than pursuant to simking fund
provisions) pursuant fo the Ordinance,

(e)  each material amendment, modification or supplement to the Ordinance,

f) any adverse change, or threatened adverse change. in the federal income
tax treatment of interest on the Subseries B Bonds,

(g) any fact or occurrence as a result of which the Disclosure Document
would be or become false or mislcading 1n any materia) respect or any representation or
warranty made heremn would become false,

{h)y  any material adverse change in the financial condition or general affairs of
the Issuer, or

(1) any reduction, quahfication or withdrawal or any written suggestton by
any rating agency that it ts considering a possible reduction, quahification, or withdrawal
in the rating of the Subseries B Bonds, or,

) any farlure of the Liquidity Provider to honar the Letter of Credit or other
default by the Liguidity Provider

The Tssuer hereby acknowledges the requirements imposed on the Remarketing Agent by
the Rule The Issuer covenants and agrees that it will comply with the contmuing disclosure
requirements pursuant to Section (b)(5)(1) of the Rule to the extent applicable to the Remarketing
Agent and the Bonds, and take such other acttons as 1s reasonably necessary to enable the
Remarketing Agent to comply with the Rule, 1if applicable

Upon the request of the Remarketing Agent, which may be made from time to time, the
Issuer shall cooperate with the Remarketing Agent to cause the Subseries B Bonds to qualify for
offer. remarketing and sale under the blue sky laws as the Remarkcting Agent may designate,
and the Issuer shall pay, or reimburse 1f paid by the Remarheting Agent, all reasonable fees and
disbursement of counsel for the Remarketing Agent and all other expenses and filing fees n
connection therewith, provided however, that the Issuer shall not be required to file any general
consent to service of process or to qualify as a foreign corporation or as a dealer 1n secunities
any wunsdiction in which 1t 1s not so qualified or to subject itscl to taxation in any junsdiction i
which 1t 1s not otherwise subject to Laxation

Che Issuer shall deliver to the Remarketing Agent such additional information conwerning
the business and financial conditton of the Issuer as the Remarketing Agent may reasunably
request

5. Indemmfication

(a) To the extent permitted by law, the lssuer agrees to indemmfy and held
harmless the Remarketing Agent and each Person, 1f any, who controls (as such term 15
defined in Section 15 of the Securities Act of 1933, as amended (the “Securities Act™))
the Remarketing Agent agamst any and all losses. claims, damages, expenses, and
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habihities whatsoever ansing out of any untrue statement or alleged untrue statement of a
matenal fact in the any Disclosure Document or any omission or alleged omission of any
material fact necessary to make the statements therein, at the time and n Light of the
circumstances under which they were made, not misleading, mcluding, without hmiting
the generality of the foregomp, the aggregate amount paid 1n settlement of any Litigation
commenced or threatened or of any claim whatsoever based upon any such untrue
statement or ommsswon or alleged untrue statement or omussion, if such settlement 1s
effected with the written consent of the Issuer, and any amount reasonably ncurred n
mvestigating, preparing, or defending agamst any litigation commenced or threatened or
any claim based upon any such untrue statement or omission or alleged untrue statement
or omission, provided however, the [ssuer shall not indemnify the Remarketing Agent or
any Person, for losses, claims, damages, expenses or habilities ansing from information
provided from Banc of Amenca Secunties LLC, Morgan Keegan & Company, Inc,
Dexia or the DTC for use i a Disclosure Document  In case any claim should be made
or action brought agamst any of the Remarkceting Agent or any controlling Person (as
aforesaid) based upon the Disclosure Document, in respect of which mdemmity may be
sought against the Issuer, the Remarketing Agent or such controlling Person shall,
promptly notify the Issuer in wnting setting forth the particulars of such claim or action
and the Issuer shall assume the defense thercof, including the retamnmg of counsel and the
payment of all expenses, provided however that failure to provide such notification shall
not affect an indemnified party's right to indemnification hereunder The Remarketing
Agent or any such controlling Person shall have the nght to retamm separate counsel 1 any
such action and to participate n the defense thereof, but the fees and expenses of such
counsel shall be at the Remarketing Agent's expense or the expense of such controlhing
Person unless the retainmg of such counsel has been specifically authorized in writing by
the Issuer or counsel has advised the Remarketing Agent that the representation of the
two parties would constitute a confhet and be mapproprate due to actual or potential
differing of interests between them

th) The Remarketing Agent will indemnify and hold harmless the Issuer, each
of 1ts officers and employees and each Person who controls the Issuer within the meaning
of the Securitics Act, to the same extent as the foregong mdemmity fiom the Issuer to the
Remarketing Agent, but only with respect (1) to wntten mformation relating to the
Remarketing Agents under the captions “DESCRIPTION OF THE BONDS -
Remarketmg Agents”™ and “DESCRIPTION OF THE BONDS - Disclosure Concerming
Tender Process and Sales of Adjustable Rate Bonds by Remarketing Agents,” which
informatton was furnished by the Remarketing Agents specifically fur use in preparation
of the Official Statement or (1) written information relating to the Remarketing Agents
furmished by the Remarhetmg Agent specifically for use m any other Disclosure
Document or any supplement or amendment thercto

{c) If the indemmfication provided for above 1s unavailable or insufficient to
hold harmless an indemmified party in respect of any losses, claims, damages or habilities
reterred 10 above, then cach mdemnifying party, in lieu of indemnifying such indemmtfied
party shall to the extent permitted by law, contnibute to the amount paid or payable by
such indemnified party as a result of such losses, cluims, damages or habilities (1) 1n such
proportion as 1s appropriate to reflect the relative benefits received by the Issuer and the
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Remarketing Agent from the remarketing of the Subseries B Bonds or (1) m such
proportion as ts appropriate to reflect not only the relative benefits referred to in clause (1)
above but also the relative fault of the Issuer and of the Remarketing Agent in connection
with the statements or omissions that resulted in such losses, claims, damages or
liabilities, as well as any other relevant equitable considerations The relative benefits
recetved by the Issuer and the Remarketing Agent shall be deemed to be n the same
respective proportions as the net proceeds from the remarketing (before deducting
expenses) received by the Issuer and the total compensation received by the Remarketing
Agent in the preceding twelve (12) months, pursuant to section 3 hereunder The relative
fault of the Issuer and the Remarketing Agent shali be determined by reference to, among
other things, whether the untrue or alleged vntrue statement of a matenal fact or the
omisston or alleged omission to state a material fact relates to information supplied by the
Issuer or by the Remarketing Agent and the parties® relative intent, knowledge, access to
information and opportunity to correct or prevent such statement or omission.

(dy  The Issuer and the Remarketing Agent agree that it would not be just and
equitable 1f contribution pursuant to this Section werc determned by pro rata allocation
or by any other method of allocation that does not take account of the eqnfable
considerations referred to in the immediately preceding paragraph The amount paid or
payable by an indemnified party as a result of the losses, claims, damages and liabilities
referred 1o 1in the immediately preceding paragraph shall be deemed to include, subject to
the limitations set forth above, any legal or other expenses reasonably ncurred by such
mdemnified party in connection with mvestigating or defending any such action or claim
Notwithstanding the provisions of this section 5, the Remarketing Agent shall not be
required to contribute hereunder any amount in excess of the aggregate amount of
remarketing fees paid to the Remarketing Agent under Section 3 hereof  No person
gutlty of fraudulent musrepresentation (within the meaning of Section 11{f) to the
Securities Act) shall be entitled to contribution from any person who was not guilty of
such fraudulent misrepresentation

6. Remarketing Agent’s Liabilities  The Remarketing Agent will incur no labihty
to the Issuer or any other party for its actions as Remarketing Agent pursuant to the terms hereof
and of the Ordinance except for (1) the habilities for which the Remarketing Agent has agreed to
mdemmfy the Issuer and others pursvant to section 5 above, and (1) its negligence or willful
misconduct  1n setting the interest rates on the Subsenes B Bonds, the Remarketing Agent will
not be Lizble for any error made in good faith The undertaking of the Remarketing Agent to
remarket any Subseries B Bonds pursuant to the Ordinance is on a “best efforts” basis

The duties and obligations of the Remarketing Agent will be determined solely by the
express provisions of this Agreement and the Ordinance, and the Remarketing Agent will not be
responsible for the performance of any duties and obligations other than as are specifically set
forth m this Agreement and the Ordinance and no imphed covenants or obligations will be read
mto this Agreement or the Ordinance sgainst the Rematketing Agent  The Remarheting Apgent
may conclusively rely vpon any notice or document given or furnished to 1t and conforming to
the requirements of this Agreement or the Ordinance and the Remarketing Agent may rely and
will be protected m acting upon such notice or any document reasonably believed by it to be
genume and to have been given, signed or presented by the proper party or parties
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71, Resignation or Removal of Remarketing Agent The Remarketing Agent may
be removed at any time, with or without cause, by the Issuer, upon twenty (20) days written
notice by the Issuer to the Remarketing Agent, the Paying Agent/Registrar, the Tender Agent,
the Bank, and the Liquidity Facihity Issuer, if any In addition, pursuant to the Ordmnance, the
Remarketing Agent may be removed for failure to perform its duties under the Ordinance or for a
suspenston of its remarketing activity The Remarketing Agent may at any time resign and be
discharged of the duties and obligations created by this Remarketing Agreement by giving at
least thirty (30) days written notice to the Issuer, the Paying Agent/Registrar, the Tender Agent,
the Bank and the Liquidity Facility Issuer, if any, provided a successor remarketing agent has
been appointed If no successor has been appointed prior to the expiration of such thirty (30) day
period, such resignation shall take effect on the earhier of the sixtieth (60th) day following the
date of such notice or the effective date of the appointment of a successor, provided that the
Remarketing Agent may immediately cease to offer and sell the Subseries B Bonds if the Issuer
ceases to pay the Remarketing Agent’s fees, when due, or if the Remarketing Agent determines,
in 11s reasonable judgment, that 1ts ability to remarkcet the Subseries B Bonds has been or will be
adversely affected as a result of the occurrence of any of the following events. which suspension
will continue so leng as, i the Remarketing Agent’s reasonable judgment, such event continues
to adversely affect the Remarketing Agent's ability to remarket the Subseries B Bonds

{a) legislation shalt be e¢nacted or be proposed or actively considered for
enactment, or a decision by a court of the United States shall be rendered, or a ruling,
regulation, proposed regulation, or statement by or on behalf of the Secunties and
Exchange Commussion or other governmental agency having jurisdiction of the subject
matter shall be made, to the effect that (1) the Subsenies B Bonds, or any comparable
securties of the Issuer or any cbhgations of the peneral character of the Subsernies B
Bonds, arc not exempt from the registration, gualification or other requirements of the
Secunties Act of 1933, as amended and as then i effect {11} the offer and sale of the
Subseries B Bonds, or any comparable secunties of the Issuer or any obhgations of the
general character of the Subseries B Bonds would be in violation of any provision of
applicable secunities laws,

ib)  there shal] have been any material adverse change n the affars of the
Issuer,

(c)  a general banking moratorium shall have been declared by federal or state
authortics having junsdwction or a matenial disruption 1in commercial bankmg or
securities settlement or clearance services shall have occurred,

(d} there shall have occurred {1} an outbreak or escalation of hostilities
mvolving the United States or the declaration by the United States of a national
gmergency or war occurs or {1) the occurrence of any other calamuty or crisis or any
change n the finuncial, poltical, or economic conditions in the Umited States or
elsewhere,

(¢)  a downgrade or withdrawal of the rating of the Subsertes B Bonds shall
have occurred or there shall have occurred er notice shall have been given of any
intended downgrading or published negative change n wutlook in the rating accorded to
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any of the Issuer’s debt obligations that are secured 1n a like manner as the Subseries B
Bonds (including the Subseries B Bonds),

{f) there shall be established any new or additional restriction on transactions
n securities materially affecting trading n or the free market for securities (including the
mmposition of any hmitation on mterest rates) or the extension of credit by, or a change to
the net capital requirements of, underwriters established by the New York Stock
Exchange, the Securities and Exchange Commission or any other governmental,
administratyve, execunive or regulatory authonty or by any national secursties exchange,

() a stop order, release, regulation, or no-action letter by or on behalf of the
Securities and Exchange Commmssion or any other governmental agency having
Junisdiction of the subject matter shall have been issued or made to the effect that the
remarketing of the Subseries B Bonds, including all the underlying obhgations as
contemplated hereby or by any Disclosure Document, 15 or would be n viotation of any
provision of applicable securities laws,

(h)  there shall be in force a general suspension of trading on the New York
Stock Exchange. or mimimum or maximum prices for trading shail have been fixed and
be mn force, or maximum ranges for prices for securities shall have been required and be
wn force on the New York Stock Exchange, whether by virtue of a determunation by that
exchange or by an order of the Secunities and Exchange Commission or any other
governmental authonty having jurisdiction,

{1} there shail exist any event or cwcumstance that wn the Remarketing
Agent’s reascnable judgment either makes untrue or incorrect 1n any material respect any
statement or nformation m any Disclosure Document or is not reflected mn any
Disclosure Document but should be reflected therein i order to make any statement of
maternal fact therein not misleading n any materal respect,

o the Remarketing Agent determmes, n 115 sole discretion upon consultation
with counsel, that either (i) a disclosure document is required by applhicable law to be
distributed to prospective purchasers and that such document 15 not available or, if
available, s not reasonably satisfactory to the Remarketing Agent in form or substance or
{11) a continming disclosure undertaking 15 required by applicable law and that such
undertahing 18 erther not then m effect or 15 not reasonably satisfactory to the
Remarheting Agent in form or substance,

(k) legislation shall have been enacted or mtroduced by the Congress of the
Unrted States or the legisiature of the State or legisiation shall have been reported out of
commuttee of esther body or be pending i commuttee of erther bady, or a decision shall
have been rendered by a court of the United States or the State or the 1ax Court of the
United States, or a ruling, resolution, regulation, or temporary regulation, release, or
announcement shall have been made or shall have been proposed to be made by the
Treasury Department of the United States or the Internal Revenue Service, or other
federal or State authority, with respect to federal or State taxation upon revenues or other
income of the general character of that tv be derived by the Tssuer from its operations, or
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upon interest recerved on cbligations of the general character of the Subseries B Bonds
that, n the applicable Remarketing Agent's reasonable judgment, matenally adversely
affects the market for the Subsenies B Bonds, or the market price generally of obligations
of the general character of the Subseries B Bonds,

() the Remarketing Agent receives an opmmon of Bond Counsel to the Issuer
(a copy of wihich will be furmished to the Issuer) that substantial grounds exist upon
which interest on the Subseries B Bonds 1s not excludable from gross mcome for federal
Income tax purposes, or

(m)  an insolvency event, including, without Limitation, the bankruptcy or
default of any other issuer of or obligor on vbligations of the general character of the
Subscries B Bonds, shall have occurred

In addition, the Remarketing Agent will suspend its remarketing efforts upon receipt of
notice of the occurrence of an event of default under the Subseries B Bonds, the Ordinance or the
Liquichty Facility, or upon a wrongful dishonor of the Letter of Credit or other default of the
Liquidity Provider

8. Dealing 1n Securities by Remarketing Agent The Remarketing Agent, n its
individua) capacity, either as principal or agent. may buy. sell, own. hold and deal i any of the
Subseries B Bonds, and may join 1n any action which any owner of such Bonds may be entitled
to take with hike effect as 1t did not act in any capacity hereunder, however, the Remarketing
Agent will have no obhigation hereunder to buy or take any position in the Subseries B Bonds for
its own account The Remarketing Agent, in its individual capacity, either as principal or agent,
may also engage m or be mterested in any financial or other transaction with the Issuer and may
act as depository, trustee, or agent for any committee or body of owners of such Bonds or other
obhgations of the Issuer freely as if it did not act in any capacity hereunder

9. Intention of Parties It 15 the express mtention of the parties hereto that no
purchase, sale or transfer of any Subseries B Bonds as herein provided, will constitute or be
construed to be the extingusshment of any such Bond or the indebtedness represented thereby or
the reissuance of any Subseries B Bond or the refunding of any tndebtedness represented
thereby

10. Amendment

(aj The Issuer agrees not to consent to any amendment of the provisions of
the Ordinance with respect to this Agreement or the rights and duties of the Remarketing
Agent hereunder or thereunder without the prior written censent of the Remarketing
Agent which will not be unreasonably withheld

(b) This Agreement may not be amended except by a wniting signed by each
of the parties hereto, may not be assigned without the mutual consent of the parties
hereto, and will not confer any nights upon any other person or any registered or
beneficial owners of the Subseries B Bonds i their capactties as such
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11. Notices.

Unless otherwise provided, all notices, requests, demands and forma! actions hereunder
must be in writing and mailed, telegraphed or delivered, as follows

If to the Issuer

City of Austm

700 Lavaca, Suite 1510
Austin, Texas 78701
Attention® Treasurer
Tel 512-974-7882

If to the Remarketing Agent

Banc of Amenica Secunties LLC
214 North Tryon Street
Charlotte, NC 28255

Attention Kenny Rogers

Tel (704) 386-9028

Fax (704) 388-0393

Ifto the Paying Agent/Registrar or the Tender Agent

Deutsche Bank Trust Company Americas
60 Wall Street 27™ Floor

Mail Stop NYC60-2715

New York, New York 100015

Attention Chrnistina Van Ryzin
Telephone (212)250-7848

Facsumile [212)797-8618

E-mail Christina van-ryzini@db com

If to the Bank

Dexia Credit Local, acting through its New York Branch
445 Park Avenue, 7th Floor

New York, New York 10022

Attention Public Finance Department, Richard E Skiera
lelephane (212) 515-7000

Facsimile {212} 753-5516

Each of the above parties may, by written notice given hereunder to the others, designate
any further or different addresses 10 which subsequent notices, certificates, requests, or other
communications is sent  In addition the parties hereto may agree to any other means by which
subsequent notices. certificates, requests or other communications may be sent

10
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12. Governing Law and Waiver of Trial by Jury THIS AGREEMENT WILL BE
GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE
STATE OF TEXAS TO THE EXTENT PERMITTED BY LAW, EACH OF THE PARTIES
HERETO ALSO IRREVOCABLY WAIVES ALL RIGHT TO TRIAL BY JURY IN ANY
ACTION, PROCEEDING OR COUNTERCLAIM ARISING OUT OF THIS REMARKETING
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY

13.  Execution of Counterparts. This Agreement may be executed in several
counterparts, cach of which will be regarded as an original and all of which will constitute one
and the same document

14 Electronic Transaction The parties aéree that the transaction described herein
may be conducted and related documents may be stored by electronic means Copies telecopies.
facsimiles, electronic files and other reproductions of onginal executed documents will be
deemed to be authentic and valid counterparts of the ongmal documents for all purposes,
including the filing of any claim, action or suit in the appropriate court of law

15.  Severabihty If any clause, provision or Section hereof 15 ruled nvald or
unenforceable by any court of competent junsdiction, the invahidity or unenforceability of such
clause, provision or Section will not affect any of the remaining clauses, provisions or sections

hereof

16.  The obligations of the respective parties hereto may not be assigned or delegated
to any other person without the consent of the other parties herete  This Agreement will mure to
the benefit of and be binding upon the Issuer and the Remarketing Apgent and their respective
successors and assigns, and will not confer any rights upon any other person, partnership,
association or corporation other than persons. i any, controlling the Remarheting Agent within
the meaning of the Sccurities Act

17. Al of the representations, warranties and agreements contained in this Agreement
of the Issuer and the Remarketing Agent shall remam operative and i fult force and effect,
regardless of (1) any nvestigation made by or on behalf of the Remarketing Agent or the Issuer,
{m) delivery of and any payment for any Subsertes B Bonds hereunder or {11) termination or
cancellation of this Agreement

18.  Scction headmgs have been inserted n this Agreement as a matter of convenience
of reference only, and it 15 agreed that such section headmys are not 4 part this Agreement and
will not be used tn the interpretation of any proviston of this Agreement

19.  This Agreement shall only be amended. supplemented or modified in a wniting
signed by a duly authorized representative of the parties hereto

20 The Remarketing Agent may record telephone communications with the Issuer,
the Paymg Agent, the Trustee, or the Tender Agent, or all of them

21 This Agreement shall not be deemed or construed to be modified, rescinded,
canceled or watved, in whole or 1 part except by a written nstrument signed by a duly
authortzed representative of the parties hereto
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22.  Failure of any party to this Agreement to exercise any night or remedy hereunder
in the event of a breach of this Agreement by any other party shall not constitute a waiver of any
such right or remedy with respect to any subsequent breach
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IN WITNESS WHEREOF, the parties hereto have caused this Remarketing Agreement
to be duly executed by their duly authorized officers as of the day and year first above wnitten,

CITY OF AUSTIN, TEXAS, as
Issuer

By
Name
Tule

BANC OF AMERICA SECURITIES LLC, as
Remarketing Agent

By
Name
Title

13
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EXHIBITE
July 24, 2008

TENDER AGENT AGREEMENT

TENDER AGENT AGREEMENT, dated as of July 24, 2008, between the
City of Austin, Texas (the “City”) and Deutsche Bank Trust Company Americas,
New York, New York, a banking corporation organized and existing under the
laws of the State of New York and authorized to do business i the State of Texas,
or 1ts successors or assigns hereunder (the “Tender Agent™).

WHEREAS, the City proposes to issue its “City of Austin, Texas, Hotel
Occupancy Tax Subordinate Lien Variable Rate Revenue Refunding Bonds, Series
2008” (the “Bonds”), pursuant to Ordinance No 20080724-101, together with all
appendices and exhibits thereto, adopted by the City on July 24, 2008, such
Ordinance delegated pricing of the Bonds and certain other matters to a “Pricing
Officer” who approved a “Pricmng Certificate” (the Ordmance and the Pricing
Certificate, collectively hereinafier, the “Ordinance™), and

WHEREAS, the Bonds are being i1ssued as two subseries as further
described in the Ordinance, and

WHEREAS, the Bonds and the Ordinance provide, among other things, that
the registered owners (the “Holders”) of the Bonds are required to tender their
Bonds to the Tender Agent for purchase at various times and under various
conditions, in each case 1n accordance with the provisions of the Bonds and the
Ordinance; and

WHEREAS, pursuant to the terms of Remarketing Agreements, dated as of
August 1, 2008 (collectively, the “Remarketing Agreement”) between the City and
(1) Morgan Keegan & Company, Inc. 1n relation to the Subseries 2008 A Bonds and
(11) Banc of America Securities LLC 1n relation to the Subsenies 2008B Bonds,
Morgan Keegan & Company, Inc. and Banc of America Secunties LLC
{(collectively, the “Remarkecting Agent”) have agreed to use its best efforts to
remarket any Bonds tendered for purchase to the Tender Agent by the Holders
thereof pursuant to the Ordinance, and

WHEREAS, pursuant to the terms of a Reimbursement Agreement among
the City and Dexia Credit Local, acting through its New York Branch (the
“Bank™). dated as of August 1, 2008 (the "Reimbursement Agreement”), the Bank
has agreed to 1ssue 1ts letter of credit, subject to certain terms and conditions, fo
purchase Bonds which have been tendered to the Tender Agent pursuant to the
Ordmance and which have not been remarketed by the Remarketing Agent,
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NOW, THEREFORE, in consideration of the premises and to provide for the
coordination of said arrangements, the parties hereby agree as follows:

SECTION 1. Defined Terms. Capitalized terms used in this Agreement and
not defined herein shall have the meanings assigned to them n the Ordinance,
including Appendix A thereto

SECTION 2. Appomtment of Tender Agent. Subject to the terms and
conditions contained herein and in the Ordinance, Deutsche Bank Trust Company
Americas, New York, New York, 1s hereby designated and appointed Tender
Agent 1n the performance of its duties and obligations hereunder and under the
Ordinance. Deutsche Bank Trust Company Americas, New York, New York,
hereby accepts such appointment and the City consents to such designation and
appointment Deutsche Bank Trust Company Americas, New York, New York,
hereby certifies that 1t 1s qualified to act as the Tender Agent under the Ordinance,
and has the capacity to, and agrees to, perform the duties and responsibilities of the
Tender Agent heremn and under the Ordinance.

During the term hereof, the Tender Agent hereby covenants and agrees to
maintain an office in New York, New York where Bonds no longer held in the
Book-Entry System may be delivered and tendered for purchase to the Tender
Agent. The initial designated office of the Tender Agent in New York, New York
1s. Deutsche Bank Trust Company Americas, Trust & Securities Services, 60 Wall
Street, 27th Floor, MS NYC60-2715. New York, New York 10005

Bonds tendered for purchase which are held in Book-Entry System shall be
tendered pursuant to Article I'V of Appendix A of the Ordinance.

SECTION 3 Creation of Purchase Fund  T'here 1s established in the
Ordinance and maintamned with the Tender Agent, as apent for the Paying
Agent/Regstrar, a separate fund to be known as the “Purchase Fund,” which shall
be held by the Tender Agent for the exclusive benefit of the Holders of Bonds who
are entitled to be paid the Purchase Price of such Bonds from such Fund and, to the
extent of any surplus, the Person who deposited the money into the applicable
account of the Purchase Fund The Tender Agent shall further establish separate
accounts within the Purchase Fund to be known as the “Liquidity Facility Purchase
Account,” and the “"Remarketing Procceds Account

Upon receipt from the Remarketing Agent of the proceeds of remarketing a
Bond to Persons other than Excluded Persons on the date such Bond 1s to be
purchased, the Tender Agent shall deposit such proceeds in the Remarketing

t-2
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Proceeds Account for application to the Purchase Price of the remarketed Bond.
Notwithstanding the foregoing, upon the receipt of the proceeds of remarketing
Liquidity Provider Bonds, the Tender Agent shall immediately pay such proceeds
to the Liquidity Provider to the extent of any amount owing to the Liquidity
Provider Any amounts deposited in the Remarketing Proceeds Account and not
needed with respect to the Purchase Price for any Bonds (including undetermined
Bonds) shall be immediately returned to the order of the Remarketing Agent.

Upon receipt from the Liquidity Provider of immediately available funds to
pay the Purchase Price of Bonds, the Tender Agent shall deposit such money in the
Liquidity Facility Purchase Account for application to the Purchase Price of the
Bonds to the extent that the moneys on deposit in the Remarketing Proceeds
Account shall not be sufficient. Any amounts deposited in the Liquidity Facility
Purchase Account and not needed with respect to the Purchase Price for any Bonds
(including undetermined Bonds) shall be immediately returned to the order of the
Liquidity Provider

Amounts held i the Liquidity Facility Purchase Account and the
Remarketing Proceeds Account by the Tender Agent shall be held uninvested and
separate and apart from all other funds and accounts

SECTION 4 Deposit of Bonds The Tender Agent agrees to hold all Bonds
delivered to it (or transferred to the DTC Participant account of the Tender Agent
if such Bonds are held in the Book-Entry System) pursuant to Part 4 10 of
Appendix A to the Ordinance, 1n trust for the benefit of the respective Holders
which delivered or transferred such Bonds, until required to be delhivered by the
Tender Agent pursuant to Section 10 or Scction 11 herecof. With respect to any
Liquidity Provider Bonds held in the Book-Entry System and delivered to the
Tender Agent under Section 8 hereof, the Tender Agent shall act as a DTC
Participant on behalf of the Bank, as beneficial owner of such Liquidity Provider
Bonds, and shall take all such actions on behalf of the Bank as may be required
with respect thereto duning such time as such Liquudity Provider Bonds are held mn
the Beok-Entry System

SECTION 5 Tenders: Remarketing of the Bonds.

(a) Mandatory Tenders No later than immediately after the Tender
Agent becomes aware of a Mandatory Purchase Date, 1t shall notify by Electronic
Means confirmed by mailed written notice the Liquidity Provider, the Cred:t
Provider, the City and the Remarketing Agent of the clause of the defimtion of
Mandatory Purchase Date pursuant to which such Mandatory Purchase Date exists,
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such Mandatory Purchase Date. the Purchase Price, the numbers of the Bonds to be
purchased if less than ail of the Bonds owned by such Holder are to be purchased
and that interest on the Bonds subject to mandatory tender shall cease to accrue for
the account of such Holders from and after the Purchase Date

(b) Optional Tenders. Unless otherwise set forth in the Ordinance, the
Beneficial Owners of Bonds in a Daily Mode or a Weekly Mode may elect to have
their Bonds (or portions of those Bonds in amounts equal to an Authorized
Denominations) purchased on any Business Day at a price equal to the Purchase
Price, upon delivery of a an irrevocable notice submitted by Electronic Means (the
“Tender Notes”) promptly confirmed in writing by such Owner by telecopier to the
Tender Agent and Remarketing Agent by 11 00 am, or such other time requured
by the Liquidity Facility, (for Daily Mode) and 4.00 pm (for Weekly Mode).
Immediately upon receipt of a Tender Notice, the Tender Agent shall notify the
Remarketing Agent and provide the Remarketing Agent with a copy of such
Tender Notice

{¢) Remarketing of the Bonds

(1) On each Purchase Date on which the Remarketing Agent 1s to
remarket Bonds, the Remarketing Agent shall notify by Electronic Means the City
and the Tender Agent by 9:30 am, New York City time, 1f it has remarketed all
the tendered Bonds or if 1t has been unable to remarket any tendered Bonds, and
shall include 1n such notice the principal amount of Bonds 1t has been unable to
remarket.

(n) The Remarketing Agent shall notify the Tender Agent by
Electronic Means not later than 12 45 p.m, New York City time, of the names of
the purchasers of the remarketed Bonds and such information as may be necessary
to register the Bonds and the registration instructions (1 e., the names, addresses
and taxpayer 1dentification numbers of the purchasers and the desired Authorized
Denominations) with respect thereto.

(111} The Remarketing Agent shall, at or prior to 945 am., New
York City time, cause the aggregate Purchase Price of tendered Bonds that have
been successfully remarketed to be paid to the Tender Agent in immediately
available funds for deposit to the Remarketing Proceeds Account of the Purchase
Fund.

(1v) On each Purchase Date, 1f the Remarketing Agent shall have
given notice to the Tender Agent described above that 1t has been unable to
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remarket any of the Bonds, the Tender Agent shall direct the Paying
Agent/Registrar to draw on the Liquidity Facility, or make demand for the
purchase of tendered Bonds thereunder, before 10°:30 a.m , New York City time, in
an amount equal to the Purchase Price of all such Bonds which have not been
successfully remarketed.

SECTION 6 Tender of Bonds to Tender Agent. Each Holder who is
required to tender its Bond to the Tender Agent must tender such Bond to the
Tender Agent in accordance with Part 4 10 of Appendix A, of the Ordinance Any
Bonds required to be tendered for purchase which are not in fact delivered, but for
which there has been irrevocably deposited with the Tender Agent in the Purchase
Fund an amount of money sufficient to pay the Purchasc Price thereof, shall be
deemed to have been purchased by the Tender Agent pursuant to the Ordinance.

SECTION 7. [Reserved]

SECTION 8 Purchase of Tendered Bonds by the Bank, Deposits into_the
Liguidity Facility Purchase Account of the Purchase Fund; Notice to Paying
Agent/Registrar and Tender Apent: Release of Liquidity Provider Bonds The
Bank. upon receipt of a Liquidity Drawing Certificate in the form of Exhibit E to
the Reimbursement Agreement, has agreed m the Reimbursement Agreement to
purchase such unremarketed Bonds by causing an amount ¢qual to the agpgregate
Purchase Price of the unremarketed Bonds to be deposited in immediately
available funds in the Liquidity Facility Purchase Account of the Purchase Fund no
later than 2:00 p m New York City time on the Purchase Date against delivery of
such Bonds at the time and in the manner set forth in the Reimbursement
Agreement

The Tender Agent agrees to hold Liquidity Provider Bonds as agent of the
Bank and to release any Liqudity Provider Bonds solely in accordance with Part
4 8 of Appendix A of the Ordinance.

SECTION 9 Disbursements from the Purchase Fund. Money in the
Remarketing Proceeds Account and Liquidity Facility Purchase Account of the
Purchase Fund shall be applied by the Tender Agent by 3 30 pm New York City
time on each Purchase Date to purchase Bonds tendered to the Tender Agent at the
Purchase Price in accordance with Part 4 9 of Appendix A of the Ordinance Such
Purchase Price shall be paid by wire transfer in immediately available funds on
such Purchase Date, provided, however, for so long as the Bonds are held in the
Book-Entry System, such payment will be in accordance with the requirements of
the Book-Entry System
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SECTION 10. Transfer and Delivery of Tendered Bonds for Purchase. A
principal amount of Bonds equal to the principal amount of Bonds purchased on
behalf of the Remarketing Agent pursuant to Sections 5 and 11 hereof or by the
Bank pursuant to Section 8 hereof shall be authenticated by the Paying
Agent/Registrar and delivered to, or as instructed by, the Remarketing Agent or the
Bank, as appropnate, and the Tender Agent shall cause the Paying Agent/Registrar
to register such Bonds in the name or names provided by the Remarketing Agent
or the Bank, as applicable. The Remarketing Agent is required to redeliver such
Bonds received from the Tender Agent to the respective purchasers not later than
3:30 pm. New York City time The Tender Agent shall deliver to the Paying
Agent/Registrar for cancellation all Bonds purchased and transferred pursuant to
Sections 5, 8 and 11 hereof.

Notwithstanding anything to the contrary in the foregoing paragraph, for so
long as the Bonds are held in the system of book-entry of DTC in accordance with
Part 3.06 of the Ordinance and Part 4.10 of Appendix A of the Ordinance , {i) any
Bond remarketed by the Remarketing Agent shall be delivered to the new
beneficial owner thereof by a transfer in the book-entry system of DTC of such
remarketed Bond to the applicable DTC Participant account for such beneficial
owner; and (1) Liquidity Provider Bonds shall be delivered to the Bank by a
transfer in the book-entry system of DTC of such Liquidity Provider Bonds to the
DTC Participant account of the Tender Agent for the benefit of the Bank, as
beneficial owner of such Liquidity Provider Bonds

SECTION 11 Remarketing of Liquidity Provider Bonds The Remarketing
Agent shall exercise its best efforts o solicit purchases of any Liquidity Provider
Bonds at a price of not less than par, and the proceeds of any remarketing of such
Liquidity Provider Bonds shall be deposited into the Remarketing Proceeds
Account of the Purchase Fund Upon receipt by the Tender Agent of funds
representing the proceeds of the remarketing of such Liquidity Provider Bonds,
new Bonds in place of such Liquidity Provider Bonds so remarketed shall be
registered in the names of the buyers thereof by the Paying Agent/Registrar and
delivered by the Remarketing Agent to the buyers thereof and the proceeds of such
remarketing shall, prior to or simultaneously with such delivery, be transferred by
the Tender Agent to the Bank by wire transfer of lawful money of the United
States of America freely transferable and immediately available funds as set forth
in Section 2 06 of the Reimbursement Agreement The Tender Agent agrees that it
will, immediately upon receipt. send to the Bank by facsimile transmission or other
electronic means copies of all notices and other communications received by the
Tender Agent with respect to any of the Liquidity Provider Bonds

80239238 2710804240 6



SECTION 12 Maintenance of Books and Records The Tender Agent

agrees to keep such books and records as shall be consistent with prudent industry
practice and to make such books and records available for inspection by the City
and the Paying Agent/Registrar at all reasonable times.

SECTION 13. Notice Except as specifically provided in this Tender Agent
Agreement, all notices, demands and formal actions under this Tender Agent
Agreement shall be in writing and mailed, tclecommunicated or otherwise

delivered to

The Tender Agent

The City

The Bank

SECTION 14 General

Deutsche Bank Trust Company Americas
60 Wall Street

27" Floor, MS NYC60-2715

New York, New York 10005

Attention: Corporate Trust

Telephone (908)-608-4094

Telecopy  (908) 608-3220

City of Austin, Texas

700 Lavaca, Suite 1510
Austin, Texas 78701
Attention: Treasurer
Telephone (512)974-7882
Telecopy: (512)370-3838

Dexia Credit Local, New York Branch
445 Park Avenue, 7" Floor

New York, New York 10022
Attention.  Senior Vice President and
Manager, Public Finance

Telephone (212) 515-70603

Telecopy. (212)753-7510

Altention Vice President of Operations
Telephone (212)408-6016
Facsimile (212)581-3268

(a) Payment of Tender Agent: Indemmfication The City shall pay all

reasonable and actual out of pocket expenses of the Tender Agent foi acting under
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and pursuant to this Tender Agent Agreement as sct forth in Annex A hereto. To
the extent permitted by law, the City shall indemnify and save harmless the Tender
Agent and its officers and employees from and against any and all losses, costs,
charges, expenses, judgments and liabilities to third parties arising out of its acting
in good faith to carry out the transactions contemplated by this Tender Agent
Agreement; provided, however, that such indemnification shall not apply to any
losses, costs, charges, expenses, judgments or liabilities caused by the negligence
or willful misconduct of the Tender Agent or 1ts officers or employees. The terms
of this Section 14(a) shall survive the termination of this Tender Agent Agreement
and the payment of the all fees, expenses and amounts due hereunder shall be
subject to annual appropnation of available funds by the City for the payment
thereof

(b) Tender Agent’s Performance: Duty of Care The Tender Agent
consents and agrees to (i) hold all sums held by it for the payment of Bonds or
Liquidity Provider Bonds, as applicable, 1n trust for the benefit of the Holders or
the Bank, as apphcable, untii such sums shall be paid to the Holders or the Bank or
otherwise disposed of as herein provided, and (1) perform and comply with all the
terms and provisions on its part contatned mn this Tender Agent Agreement.

The duties and obligations of the Tender Agent shall be determined solely
by the express provisions of this Tender Agent Agreement and the Ordinance, and
no mmplied covenants or obligations shall be read into this Tender Agent
Agreement against the Tender Agent, and 1n the absence of negligence or willful
misconduct on the part of the Tender Agent, the Tender Agent may conclusively
rely, as to the truth of the statements expressed therein, upon any document
furmshed to the Tender Agent and conforming to the requirements of this Tender
Agent Agreement and the Tender Agent may rely and shall be protected tn acting
upon any document beheved by it to be genuine and to have been signed or
presented by the proper party or parties, but in the case of any such document
which by any provision hereof 1s specifically required to be furnished to the Tender
Agent, the Tender Agent shall be under a duty to examine the same to determine
whether or not 1t conforms to the requirements of this Tender Agent Agreement.

No provision of this Tender Agent Agreement shall be construed to relieve
the Tender Agent from hability for its own neghgence or willful misconduct or that
of its officers or employees

(c) Payments Any provision of this Tender Agent Agreement or any
statute to the contrary notwithstanding, the Tender Agent hereby waives any rights
to. or hiens for, its fees, charges and expenses for services hereunder from funds or
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obligations credited to the Purchase Fund The Tender Agent agrees that it will be
reimbursed and compensated for its fees, charges and expenses for acting under
and pursuant to this Tender Agent Agreement only from payments to be made by
the City pursuant to Section 14(a) hereof

(d) Term of Tender Agent Agreement This Tender Agent Agreement
shall become effective upon the issuance of the Bonds and shall remain in full
force and effect until (1) such time as the principal of and premium, 1f any, and
interest on all Bonds under the Ordinance shall have been paid or shall no longer
have the right to be tendered for purchase; provided, however, that the City and the
Tender Agent shall have fuifilled all their respective obligations hereunder,
whereupon this Tender Agent Agreement shall terminate; or (ii) resignation by the
Tender Agent or removal of the Tender Agent in accordance with Section 14(e)
hereof, it being understood, 1n each case, that the Tender Agent does not waive or
relinquish any rights it may have under Section 14(a) hereof.

(e) Resignation by or Removal of the Tender Agent The Tender Agent
may at any time resign and be discharged from the duties and obligations hereby
created by giving at least sixty (60) days’ written notice by first class mail. postage
prepaid, to the City, the Remarketing Agent, the Bank and the Paying
Agent/Registrar, provided, that resignation or removal (as set out below) shall not
be effective until a successor Tender Agent, which shall be a bank or trust
company duly qualified to act in the capacity as a successor Tender Agent, shall
have been appointed by the City If no successor Tender Agent has been appointed
within thirty (30) days after the effective date specified in such notice of
resignation by the Tender Agent, the Tender Agent may request a court of
competent Jurisdiction to appoint a successor Tender Agent having the
qualifications required by law The Tender Agent may be removed at any time, at
the direction of the City, by an instrument signed by the City and filed with the
Tender Agent, Remarketing Agent, the Bank and the Paying Agent/Registrar A
copy of such notice of resignation or wstrument of removal shall be sent by the
Paying Agent/Registrar to the Rating Agency by which the Bonds are then rated.

(H  Amendments (1) This Tender Agent Agreement may not be amended
so as to adversely affect the right of the Holders or the Bank to effect the purchase
of Bonds pursuant to the Ordinance without the prior written approval of the Bank
and (n) the City agrees to give to the Tender Agent prompt written notice of any
modification or change of or supplement or amendment to the Ordinance which
would affect the nghts or obhigations of the Tender Agent hereunder WNo such
modtfication or change shall be effective agamnst the Tender Agent unless the
Tender Agent shall have consented thereto in writing
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(g) Successors and Assigns. The rights, duties and obligations of the
City, the Paying Agent/Registrar, the Remarketing Agent and the Tender Agent
hereunder shall inure, without further act, to their respective successors and
permitted assigns; provided, however, that the Tender Agent may not assign or
delegate its rights and obligations under this Tender Agent Agreement without the
prior written consent of the City and, provided further, any successor Tender Agent
shall execute a tender agent agreement substantally in the form and substance as
this Tender Agent Agreement.

(h) Counterparts This Tender Agent Agreement may be executed 1n any
number of counterparts, each of which shall be an original, with the same effect as
if the signatures thereto and hereto were upon the same instrument

(1)  Limited Liability Any obligation of the City created by or ansing out
of this Tender Agent Agreement and owing to the Tender Agent shall be a limited
unsecured obligation of the City, payable solely from the Pledged Revenues, in
accordance with the customary payment approval procedures, policies and
processes of the City

(1) Governing Law. This Agreement shall be governed by the laws of the
State of Texas.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties hereto have caused this Tender Agent
Agreement to be duly executed and delivered as of the date first above written by
their respective officers thereunto duly authorized.

DEUTSCHE BANK TRUST COMPANY
AMERICAS, New York, New York

(BANK SEAL) By.
Thtle:

Address 25 DeForest Avenue, 2™ Floor

ATTEST: Summit, NJ 07901
By -
Title

CITY OF AUSTIN, TEXAS

Will Wynn, Mayor

Address: 700 Lavaca, Suite 1510
Austin, Texas 78701

(CITY SEAL)

ATTEST.

Shirley A Gentry
City Clerk
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Exhibit ¥
July 24, 2008

CITY OF AUSTIN, TEXAS
(A political subdivision of the State of Texas
located 1n Travis and Williamson Counties)

$
Hotel Occupancy Tax

Subordmate Lien Yanable Rate Revenne Refunding Bonds
Series 2008 (Subsenies A)

BOND PURCHASE AGREEMENT

August 13, 2008

Honorable Mayor and City Council
City of Austin, Texas

301 West 2nd Street

Austin, Texas 7870]

Ladies and Gentlemcen

The undersigned, Morpan Keegan & Company, Inc (the “Enderwvrirer”™), acting
on 11s own behalf and not acting as a fiduciary or agent for you, offers to enter into the
following agreement (this “Agreement™) with the City of Austin, Texas (the “fssuer”),
which. upon the Issuer’s written acceptance of this offer, will be binding upon the Issuer
and upon the Underwniter This offer 1s made subject to the Issuer’s written acceptance
hereof on or before 14 00 p m, Austin, Texas time, on August 13 2008 and. 1f not so
accepted, will be subject to withdrawal by the Underwniter upon notice delivered to the
Issuer at any time prior to the acceptance hereof by the Issuer Terms not otherwise
defined in this Agreement shall have the same meanings set forth i the Ordinance (as
defined heremn) or 1n the Official Statement {as defined herein)

1. Purchase und Sule of the Bonds Subject to the terms and conditions and

in reliance upon the representations. warranties and agrcements set forth herein, the
Underwriter hereby agrees to purchase from the [ssuer, and the Issuer hereby agrees to
sell and delrver to the Underwniter, all, but not less than all, of the Issuer's %
Hote) Occupancy Tax Subordinate Lien Vanable Rate Revenue Refunding Bonds, Series
2008 (Subsenies Al (the "Bonds™) Inasmuch as this purchase and sale represents a
negotiated transaction, the Issuer understands. and hereby confirms, that the Underwriter
15 not acting as a fiduciary of the Issuer, but rather 15 acting solely n 1ts capacity as an
underwriter for its own account

The Bonds shall be ssued and secured under and pursuant to the provisions of (1)
Ordinance No 20080724-_ | including the appendix and exhibuts thereto, adopted by
the Issuer on July 24, 2008, and (1) a pricing certficate, dated as of _, 2008,
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signed by an authonzed representative of the City appointed by the City Council and duly
authorized to approve the pricing and terms of sale for the Bonds (collectively, the
“Ordmance™ Capitahzed terms used herein and not otherwise defined shall have the
meaning assigned in the Ordmance

The Bonds shall mature on November 15, 2029, subject to redemption prior to
matunty as described i the Ordmance Initially, the Bonds will be 1ssued as variable rate
bonds accruing interest 1 a Weekly Mode from the date of the Closing (as herem
defined) at a Weekly Rate (imitially % per annum) (unless converted to a different
Mode n accordance with the Ordinance) The purchase price for the Bonds shall be
h) {representing the par amount of the Bonds, Tess an Underwniter’s discount

of $ )

In connection with the Bonds, the Issuer has entered mto (a) an ISDA Master
Agreement, including the Schedule and Confirmation thereto, with Morgan Keegan
Financial Products (“MKFP™), dated as of August _, 2008, (b) 2 Credit Support Annex
to the Schedule to the ISDA Master Agreement, with Deutsche Bank AG, New York
Branch {"‘Deutsche Bank "), dated as of August __. 2008 and {¢) Replacement Transaction
Agreement with MKFP and Deutsche Bank, dated as of August __, 2008 The ISDA
Master Agreement, the Schedule, the Confirmation, the Credit Support Annex and the
Replacement Transactton Agrecment are collectively referred to as the “Swap
Agreement ™ Concurrently with the execution of this Agreement, the Issuer has executed
a Bond Purchase Agreement with Banc of America Securiies LLC, relating to the
1ssuance bv the Issuer s §$ Hotel Occupancy Tax Subordinate Lien Variable
Rate Revenue Refunding Bonds. Series 2008 (Subseries B) (the Subseries B Bonds ™) on
substantially the same terms as provided herein with respect to the 1ssuance of the Bonds

2. Public Offermg  The Underwriter agrees to make a bona fide public
offering of all of the Bonds at prices not to exceed the pubhc offering price sct forth on
the front cover of the Offictal Statemnent and, subsequently, may change such offering
prices without any requirement of prior notice  On or before Closing, the Underwniter
shall execute a certificate prepared by Bond Counsel venfying the imtial offering prices
to the public at which a substanttal amount of each stated maturnity ol the Bonds was sold
to the public The Underwriter may offer and sell Bonds to certamn dealers (including
dealers depositing Bonds into investment trusts) and others at prices lower than the public
offering prices stated on the front cover of the Official Statement

3. The Officiul Statement

{a}  The lssuer has prepared a final Official Statement relating to the
Bonds, which is (i) dated August 7, 2008 and (1) complete as of such date and as
of the date of this Agrecment within the meaning of the Umited States Secunities
and Exchange Commisston’s Rule 15¢2-12, as amended (the “Rulfe™) Such final
Official Statement, includmyg the cover page thereto, all exhibits, appendices,
maps, charts, pitures, diagrams, reports, and statements icluded or mcorporated
therem or attached thereto, and all amendments and supplements thereto that may

[ §%)
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be authonzed for use with respect to the Bonds, 1s herein referred to as the
“Official Statement ™

(b)  The Official Statement has been prepared for use by the
Underwniter 1n connection with the public offering, sale and distribution of the
Bonds, and the [ssuer hereby authonzes the Official Statement and the
information therein contained to be used by the Underwnter in connection with
the public offering and the sale of the Bonds The Issuer has provided to the
Underwriter copies of the Official Statement which was complete as of the date of
its delivery to the Underwnier 1 such quantity as requested by the Underwriter,
and, during the period up to and including the twenty-fifth (25th) day subsequent
to the “end of the underwriting period” (as defined in the Rule), the Issuer shall
provide, or cause to be provided, to the Underwniter such additional copies of the
Official Statement as the Underwniter shall reasonably request in order for the
Underwriter to comply with Section (b){4) of the Rule and the rules of the
Municipal Securities Rulemaking Board

{c) If, after the date of this Agreement to and including the date the
Underwriter 15 no longer required to provide an Official Statement to potential
customers who request the same pursuant to the Rule (the earlier of (1) ninety (90)
days from the *end of the underwriting penod™ and (1) the time when the Official
Statement 1s available to any person from a nationally recognized municipal
securities information repository, but 1n no case less than twenty-five (25) days
after the “end of the underwnting pertod™ for the Bonds). the Issuer becomes
aware of any fact or event which might or would cause the Official Statement. as
then supplemcnted or amended, to contain any untrue statement of 2 matenal fact
or to omit to state a matenial fact required to be stated theren or necessary to
make the statements theremn not misleading, or 1f 1t 15 mecessary to amend or
supplement the Official Statement to comply with law, the Issuer will notify the
Underwniter (and for the purposes of this clause provide the Underwniter with
such information as it may from hime to time request), and if, in the judgment of
the Underwriter, reasonably exercised, such fact or event requires preparation and
publication of a supplement or amendment to the Official Statement, the Issuer
will forthwith prepare and furnish, at the Issuer’s own expense (in a form and
manner approved by the Underwriter). a reasonable number of copies of either an
amendment or a supplement to the Official Statement so that the statements in the
Official Statement as so amended and supplemented will not contan any untrue
statement of a matenal fact or omit to state a matenial fact required to be stated
therein or necessary to make the statements therein not musleading or so that the
Official Statement will comply with law 1 such notification shall be subsequent
to the Closing, the Issuer shall furmsh such legal opmnions, certificates,
instruments and other documents as the Underwriter may deem necessary to
evidence the troth and accuracy of such supplement or amendment to the Official
Statement

(d} The Underwniter hereby agrees to file the Official Statement with a
nattonally recognized mumcipal securities mformation repesitory  Unless
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otherwise notified 1n wniting by the Underwniter, the Issuer can assume that the
“end of the underwnting period” for purposes of the Rule 1s the date of the
Closing.

4, Representations, Warranties, and Covenants of the Issuer The Issuer
represents and warrants to and covenants with the Underwriter that

(a)  The Issuer 15 a duly crgamzed mumcipal corporation and a
pohtical subdivision of the State of Texas (the "State”), duly created, vahdly
existing, and acting under the provisions of the Constitution and the laws of the
State (including the Issuer's home rule charter), and the Issuer has full legal right,
power and authonty pursuant to the Constitution and the laws of the State,
mcluding particularly Chapters 1207 and 1371, Texas Government Code, as
amended, Chapter 334, Texas Local Government Code, as amended, and Chapter
351, Texas Tax Code, as amended (collectively, the “dets™), and its home rule
charter, and at the date of the Closing will have full legal right, power and
authority (1) to enter into, execute and deliver this Agreement, the Ordinance, the
escrow agreement described in the Ordmance (the “Escrow Agreement™), the
Continuing Disclosure Undertaking (as defined in Section 6()3(2) hereof), the
Remarketing Agreement. the Tender Agent Agreement, the Liquidity Facility, the
Swap Agreement and all documents required hereunder and thereunder to be
executed and dehivered by the Tssuer (this Agreement, the Ordinance, the Escrow
Agreement, the Contintung Disclosure Undertaking, the Remarketing Agreement,
the Tender Agent Agreement. the Liquidity Facility the Swap Agreement and
such other documents are heremnafter referred to as the “Issuer Documents™),
{11} to sell, ssue and dehiver the Bonds to the Underwniter as provided herem,
(m)to levy and collect the Pledged Hotel Occupancy Tax Revenues and the
Special Hotel Occupancy Tax (collectively, the "Hotel Taxes”) and (1v) to carry
out and consummate the transactions contemplated by this Agreement, the
Ordinance and the Oficial Statement, and the Issuer has comphed, and will at the
Closing be n comphance 1 all respects with the terms of 1ts home rule charter.
apphcable State law (including the Acts) and the Issuer Documents as they pertain
to such trapsactions,

(by By all necessary official action of the lIssuer prior to or
concurrently with the acceptance hereof, the Issuer has duly authorized all
necessary action to be tahen by 1t for (1) the adopt}:on of the Ordinance and the
issuance and sale of the Bonds. (1) the approval, execution and delivery of, and
the performance by the Issuer of the obligations on its part, contamed in the
Bonds and the Issuer Documents and (1) the consummation by 1t of all other
transactions contemplated by the Official Statement and the Issuer Documents
and any and all such other agreements and documents as may be regquired to be
grvecuted, delivered and/or recerved by the Issuer m order to carry out, give effect
to, and consummate the transachons contemplated herein and in the Official
Statement,
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(¢)  The Issuer Documenis constitute legal, valid and binding
obhgations of the Issuer enforceable in accordance with their respective terms,
subject to bankruptcy, insclvency, reorgamization, moratorium and other similar
laws and principles of equity relating to or affecting the enforcement of creditors’
nights, the Bonds, when issued, delivered and paid for, in accordance with the
Ordinance and this Agreement, will constitute legal, valid and binding himited
obhgations of the [ssuer payable from and secured by a licn on and piedge of the
Pledged Revenues (as described in the Official Statement), entitled to the benefits
of the Ordmance and enforceabie 1n accordance with their terms. subject to
bankruptcy, insolvency, reorganization, moratorium and other simular laws and
principles of equity relaung to or affecting the enforcement of creditors’ nights,
and upon the 1ssuance, authentication and delivery of the Bonds as aforesaid, the
Ordinance will provide, for the benefit of the holders, from time to time, of the
Bonds, the legally valid and binding pledge of and lien 1t purports to create as sct
forth in the Ordinance,

(d) The Issuer 15 not in breach of or default 1n any materal respect
under any apphcable constitutional provision, law or admuinistrative regulation of
the State or the United States or any applicable judgment or decree or any loan
agreement, indenture, bond, note, resolution, agreement or other mstrument to
which the Issuer is a party or to which the Issuer 1s {or any of its property or assets
are) otherwise subject, and no event has occurred and 15 continuing which
consbitutes or with the passage of time or the giving of notice, or both, would
constitute 2 default or event of default by the Issuer under any of the foregomg,
and the execution and delivery of the Bonds, the lssuer Documents and the
adoption of the Ordiance and compliance with the provisions on the Issuer’s part
contained theremn. will not confhct with or constitute a breach of or default under
any constitutional provision, law or adminmstrative regulation judgment, decree,
loan agreement, indenture, bond, note, resolution, agreement or other instrument
to which the Issuer 1s a party or to which the Issuer 1s or to which any of its
property or assets are otherwise subject, or under the terms of any such law,
regulation or instrument, except as provided by the Bonds and the Ordinance,

{e) All authorizations, approvals, licenses, permts, consents and
orders of any govermnmental authonty. legislative body., board. agency or
commission having junsdiction of the matters which are required for the due
authonization of, which would constitute a condition precedent to, or the absence
of which would matenally adversely affect the due performance by the Issuer of
its obligations under the Issuer Documents and the Bonds have been duly
obtained or will be obtained prior (o the Closing, except for such approvals,
consents and orders as may be required under the Blue Sky or secunties faws of
any junisdiction i connection with the offering and sale of the Bonds,

{H) The Bonds and the Ordinance conform to the descriptions thereof
contained m the Official Statement under the captions “SECURITY FOR THE
BONDS” and “DESCRIPTION OF THE BONDS", the proceeds of the sale of the
Bonds will be applied generally as described in the Official Statement under the
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captions “PLAN OF FINANCING" and “SOURCES AND USES OF FUNDS",
and the Continuing Disclosure Undertaking contained in the Ordinance conforms
to the description thereof contained in the Official Statement under the caption
“CONTINUING DISCLOSURE OF INFORMATION"™,

(g)  Except as otherwise provided in the Official Statement under the
caption "CONTINUING DISCLOSURE OF INFORMATION — Compliance with
Prior Undertakings”, during the last five (5) years the Issuer has complied in all
matertal respects with its previous Continuing Dasclosure Undertakings made by
1t 1n accordance with the Rule.

(h)  There is no ltigation, action, suil, proceeding, nquiry or
mvestigation, at law or 1n equnty, before or by any court, government agency.
public board or body, pendmg or, to the best knowledge of the Issuer, threatened
against the Issuer, affecting the existence of the Issuer or the titles of its officers to
their respective offices, or affecting or seeking to prohibit, restrain or enjoin the
sale, 1ssuance or delivery of the Bonds or the pledge or collection of Pledged
Revenues pledged to the payment of the principal of and mnterest on the Bonds
pursuant to the Ordmance or i any woy contesting or affecting the vahdity or
enforceabiity of the Bonds or the Issuer Documents, or contesting the exclusion
from gross income of interest on the Bonds for federal income tax purposes, or
contesung tn any way the completeness or accuracy of the Official Statement or
any supplement or amendment thereto or contesting the powers of the Issuer or
any authonty for the i1ssuance of the Bonds, the adoption of the Ordinance or the
execution and delivery of the Issuer Documents, nor, to the best knowledge of the
Issuer, s there any basis therefor, wherein an unfavorable deciston, ruling or
finding would materially adversely affect the vahdity or enforceability of the
Bonds (including the secunity therefor) or the Issucr Documents,

(i As of the date thercof, the Official Statement did not contain any
untrue statement of a matenal fact or omit to state a matenal fact required to be
stated therein or necessary to make the statements therein, in the hght of the
crreumnstances under which they were made, not misleading,

G) At the time of the [Issuer’s acceptance hereof and (unless the
Official Statement 15 amended or supplemented pursuant to paragraph (d) of
Section 3 of this Agreement) at all times subsequent thereto during the period up
to and including the twenty-fifth (25th} day subsequent to the “end of the
underwnting period,” the Official Statement does not and will not contain any
untrue statement of 4 materal {act or omst to state any matenial fact required to be
stated theremn or necessary to make the statements therem, 1n hght of the
circumstances under which they were made, not misleading,

(k) If the Official Statement 15 supplemented or amended pursuant to
paragraph (c) of Section 3 of this Agreement at the time of each supplement or
amendment thereto and (unlcss subsequently again supplemenied or amended
pursuant to such paragraph) at all imes subsequent thereto during the penod up to
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and ncluding the twenty-fifth (25th) day subsequent to the ‘“‘end of the
underwntmg period,” the Cfficial Statement as s0 supplemented or amended will
not contain any untrue statement of a material fact or omit to state any matenal
fact required to be stated therem or necessary to make the statements therem. 1n
light of the circumstances under which made, not misleading,

(1 The Issuer witl apply, or cause to be applied, the proceeds from the
sale of the Bonds as provided in and subject to all of the terms and provistons of
the Ordinance and will not take or omit 1o take any action which action or
omisston wiil adversely affect the exclusion from gross income for federal income
tax purposes of the interest on the Bonds,

tm) The Issuer will furmish such information and execute such
mstruments and take such action in cooperation with the Underwnter as the
Underwriter may reasonably request (1) to (1) quabfy the Bonds for offer and sale
under the Blue Sky or other secunties laws and regulations of such states and
other junisdictions in the United States as the Underwriter may designate and {11)
determune the ehgibihity of the Bonds for investment under the laws of such states
and other jurtsdictions and (2) to continue such qualifications in effect so long as
required for the distribution of the Bonds (provided, however, that the Issuer will
not be required to qualify as a foreign corporation or to file any general or special
consents to service ot process under the laws of any jurisdiction) and will
promptly advise the Underwriter of receipt by the Issuer of any notification with
respect to the suspension of the qualification of the Bnnds for sale n any
jurisdictien or the mittation or threat of any proceeding for that purpose,

(n) The Issuer’s financial statements and the other information
regarding the Issuer’s financial condition and operations set forth mn the Official
Statement fairly present the financial position, results of operations and condition
of the Issuer as of the dates and for the periods therein set forth and there has been
no adverse change of a material nature in the financial positton, results of
operations or condition, financial or otherwise, of the Issuer since the dates of
such statements and information,

(0)  The Issuer 15 not a party to any litigation or other proceeding
pending or, to its knowledge, threatened whuch, if decided adversely to the Issuer,
would have a matertally adverse etfect on the Issuer’s financial condition or
operations,

(p) Prior to the Closing, the Issucr will not offer or 1ssue any bonds.
notes or other obligations for borrowed money (oﬂg@r than the Subseries B Bonds)
or incur any material habulities, direct or contingent, payable from or securcd by
any of the revenues or assuts which will secure the Bonds without the prior
approval of the Underwriter,

{qQ) Any certificate signed by any official of the Issuer authorized to
do so i connection with the transactions contemplated by this Agreement, shall
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be deemed a representation and warranty by the Issuer to the Underwriter as to the
statements made therein, and

(" The Issuer covenants that between the date hereof and the date of
the Closing 1t will take no action within s contro!l which will cawnse the
representations and warranties made in this Section to be untrue as of the Closing

5. Closing

() At 10 00 o m, Austin, Texas time, on August 14, 2008, or at such
other time and date as shall have been mutually agreed upon by the Issuer and the
Underwriter (the “Closing™), the Issuer will, subject to the terms and conditions
hereof, deliver the Bonds to the Underwriter, duly executed and authenticated,
together with the other documents hereinafter mentioned. and the Underwriter
will, subject to the terms and conditions hereof, accept such delivery and pay the
purchase price of the Bonds, as set forth i Section 1 of this Agreement, by wire

* transfer payable in immediately available funds to the order of the Issuer
Payment for the Bonds as aforesaid shall be made at the offices of Deutsche Bank
Trust Company Americas, New York, New York (the “Faving Agent/Registrar™),
or such other place as shall have been mutually agreed upon by the Issuer and the
Underwrniter

(b)  Delivery of the Bonds in definitive form shail be made through
The Depository Trust Company, New York, New York (*DTC™) The Bonds
shall be delivered m defimuive fully registered form, beanng CUSIP numbers
without coupons. registered 1n the name of Cede & Co, all as provided in the
Ordinance, and shall be made available to the Underwriter before Closing for the
purpose of inspection

6. Closing Conditions  The Underwrnter has entered into this Agreement in
rehance upon the representations, warranties and agreements of the Issuer contained
herein, and 1n rehance upon the representations, warranties and agreements to be
contained in the documents and mstruments to be debivered at the Closing and upon the
performance by the Issuer of its obligations hereunder. both as of the date hereof and as
of the date of the Closing Accordingly, the Underwriter’s obligation under this
Agreement to purchase, to accept dehvery of and to pay for the Bonds shall be
condiioned wvpon the performance by the Issuer of its obligations to be performed
hereunder and under such documents and instruments at or prior to the Closmg, and shali
alsn bu subject to the following additional conditions, mcluding the delivery by the Issuer
of such documents as are enumerated herein. v form and substance reasonably
sansfactory to the Underwriter

{a) The representations and warranties of the Issuer contained heremn
shall be true, complete and correct on the date hereof and on and as of the date of
the Closing, a5 tf made an the date of the Closing,
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(by  The Issuer shall have performed and complied with all agreements
and conditions required by this Agreement to be performed or complied with by 1t
prior to or at the Closing,

(¢} At the time of the Closing. (1) the Bonds and the 1ssuer Documents
shall be in full force and effect and shall not have been amended, modified or
supplemented, and the Official Statement shall not have been supplemented or
amended, except in any such case as may have been agreed to by the Underwriter,
{11} the net proceeds of the sale of the Bonds and any funds to be provided by the
Issuer shall be deposited and applied as described mn the Official Statement and n
the Ordinance, and (1) all actions of the Issuer required to be taken by the Issuer
shall be performed mn prder for Bond Counsel and counse) to the Underwriter 1o
deliver their respective opimions referred to hereafter;

(dy At the time of the Closing, all official action of the Issuer relating
to the Bonds and the Ordinance shall be in full foree and effect and shall not have
been amended. modified or supplemented,

(e) At the time of the Closing, (1) all official action of the Issuer
relating to the Subsertes B Bonds shall be in full force and effect and shall not
have been amended, modified or suppfemented, (11) all actions of the Issuer
required to be taken by the Issuer shall be perfermed in order for Bond Counsel
and counsel to the Underwriter to deliver their respective opmions referred to in
the Bond Purchase Agreement for the Subseries B Bonds and (i) the net
proceeds of the sale of the Subseries B Bonds shall be deposited and applied as
described in the Official Statement and m the Ordinance,

() At or prior to the Closing, the Ordinance shall have been duly
adopted by the Issuer and the Issuer shall have duly executed and delivered and
the Paying Agent/Registrar shall have duly authenticated the definitive Bonds,

{g) At the time of the Closing, there shali not have occurred any
change or any development mvolving a prospective change tn the condition,
financial or otherwise, or 1n the revenues or operations of the Issuer, from that set
forth in the Official Statement that in the judgment of the Underwniter, reasonably
excrcised, 15 material and adverse and that makes it, in such judgment of the
Underwriter, impracticable to market the Bonds on the terms and 1 the manner
contemplated in the Official Statement,

th) The Issuer shall not have failed to pay principal or interest when
due on any of 1ts outstanding obligations for borrowed money,

o All steps to be tahen and all instruments and uther documents to be
executed, and all other legal matters i connechon with the transactions
contemplated by this Agreement shalt be reasonably satisfactory m legal form and
effect to the Underwniter,

pl=
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) At or prior to the Closing, the Underwniter shall have received a

copy of each of the following documents

(1)  The Official Statement, and each supplement or
amendment thereto, if any, as may have been agreed to by the
Underwriter,

(2) A copy of the Ordinance, which shall contamn the
undertaking of the Issuer which sabisfies the requirements of
section {b)(5)(1) of the Rule (the “Contimung Disclosure Undertaking”),
certified by the City Clerk as having been duly adopted by the Issucr and
m full force and effect, with such supplements or amendments as may
have been agreed to by the Underwriter,

(3)  The Escrow Agreement, having been duly executed by the
Issuer and Deutsche Bank Trust Company Amertcas, New York, New
York (the “Escrow Agent”), .

(4)  The approving opimion of Fulbnight & Jaworski LL P
(“Bond Counsel"y with respect to the Bonds, in substantially the form
attached to the Official Statement,

(5) A supplemental opinion of Bond Counsel addressed to the
Issuer and the Underwriter, substantially to the cffect that

(1) the Ordinance has been duly adopted and 15 in full
force and effect,

(11) the Bonds are exempted secunties under the
Securities Act of 1933, as amended (the 7933 act”), and the
Trust Indenture Act of 1939, as amended (the "Trust Indenture
Act™, and 1t 15 not necessary, in connection with the oftering and
sale of the Bonds, to register the Bonds under the 1933 Act or to
qualify the Ordinance under the Trust Indenture Act, and

(i1)  the statements and information n the Official
Statement under the captions “PLAN OF FINANCING-Refunded
Bonds,” “SECURITY FOR THE BONDS" (except for information
in the last sentence of the first paragraph and the second paragraph
of the subcaption “Historical Hotel Occupancy Fax Receipts™ and
under the suobcaptions “Historical lHotel Occupancy Tax
Collections,” “Top Twenty Hotel Occupancy laxpayers” and
“Historical Hotel Occupancy Data™), "DESCRIPTION OF THE
BONDS"” (except for information under the subcaption “Book-
Entry Tenders.” “Disclosure Concerming Tender Process and Sales
of Adjustable Rate Bonds by Remaiketing Agents™ and
“Bondholders Remedies™), “THE INITIAL LE! TER OF CREDIT
AND THE REIMBURSEMENT AGREEMENT - Alternative
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Liquidity Faciity™, “THE SWAP AGREEMENTS,” *“TAX
EXEMPTION,” “CONTINUING DISCLOSURE OF
INFORMATION" {except for information under the subsection
captioned “Compliance With Prior Undertakings™, “OTHER
RELEVANT INFORMATION ~ Registration and Qualification of
Bonds,” “"OTHER RELEVANT INFORMATION - Legal
Investments and Eligibility to Secure Public Funds in Texas™ and in
APPENDIX C accurately and fairly describe the provisions of the
Bonds and the Ordinance and are correct as to matters of law,

{6) An opinion, dated the date of the Closing and addressed to
the Underwniter, of counsel for the Underwriter, to the effect that

(1) the Bonds are exempted securities under the 1933
Act and the Trust Indenture Act and it 1s not necessary, in
connection with the offering and sale of the Bonds, to register any
securihes under the 1933 Act and the Ordmance need not be
quahfied under the Trust Indenture Act, and

{(n}  based upon theiwr participation in the preparation of
the Official Statement as counsel for the Underwriter and ther
participation at conferences at which the Officral Statement was
discussed, but without having undertaken to determmne
independently the accuracy., completeness or fairness of the
statements contained n the Official Statement, such counsel! has no
reasen to belteve that the Official Statement contains any untrue
statement of a material fact or omuts to state a material fact
necessary to make the statements therein, in hght of the
circumstances under which they were made, not misleading
(except for any financial. forecast, technical and statistical
statements and data included in the Official Statement and the
information regarding DTC and its book-entry system and the
information regarding the municipal bond insurance policy, in cach
case as to which no view need be expressed),

(N A certificate, dated the date of Closing, of an appropriate
official of the Issuer to the effect that {1} the representations and warranties
of the lssuer contained herein or w any certificate or document delivered
by the Issuer pursuant to the provisions hereof are true and correct in all
material respects on and as of the date ot Closing as 1f made en the date of
Closing, (11} no litigation or proceeding agamst the lssuer 1s pending or, to
the best of his or her knowledge, threatened i any court or administrative
body. nor 15 there a basis for litigation, which would {a) contest the nght
of the council members, officers or officials of the Issuer to hold and
exercise thew respective posthions, (b} contest the due orgamzation and
vahd existence of the Issuer, (c) attempt o restrain or enjoin the 1ssuance
or dehivery of the Bonds or the Issuer's levy and collection uf the Hotel

11
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Taxes, or contest the validity, due authorization and execution of the
Bonds or the Issucr Documents, or (d) attempt to limit, enjoin or othcrwise
restrict or prevent the Issuer from functioning and collecting revenues (or
making payments on the Bonds) pursuant to the Ordinance or other
mcome, or levyng, assessing or collecting the Pledged Revenues, pledged
or to be pledged, to pay the principal of and interest on the Bonds, or the
pledge thereof, (11) all official actions of the Issuer relating to the Official
Statement, the Bonds and the Issuer Documents have been duly taken by
the Issuer, are i full force and effect and have not been modified.
amended, supplemented or repealed, (iv) to the best of his or her
knowledge, no event affecting the Issuer has occurred since the date of the
Official Statement which should be disclosed in the Official Statement for
the purpose for which 1t 15 to be used or which 1t 15 necessary to disclose
theremn i order to make the statements and information therein, in light of
the circumstances under which made, not musleading 1n any materal
respect as of the time of Closing, and the information contamed n the
Official Statement is correct in all matenal respects and, as of the date of
the Official Statement did not, and as of the date of the Closing does not,
contain any untrue statement of a matenal fact or omit to state a matenal
fact required to be stated therein or necessary to make the statements made
therem, in the light of the circumstances under which they were made. not
misleading, provided, however, that the Issuer makes no representations
with respect to the descriptions in the Official Statement of The
Depository Trust Company, New York, New York, or 1ts book-entry-only
system. or the mformation provided by the Bank and included in
Appendix F to the Official Statement and (v) there has not been any
matertal adverse change in the financial condition of the Issuer since
September 30, 2007, the latest date as of which audited financial
mnformation 1s available,

(8) A certificate of an appropniate official of the Issuer to the
effect that KPMG LLP and Mendoza & Company, PC, have consented to
the inclusion in the Official Statement of certin excerpts (or the complete
audited financial statements) of the Issuer, and their report thercon for the

Issuer’s fiscal year ended September 30, 2007,

{9} A certificate of the Issuer, dated the date of the Closing, of
an approphate official of the Issuer in form and substance satisfuactory to
Bond Counsel and counsel to the Underwniter {a} setting forth the facts,
estimates and circumstances 1 existence on the date of the Closing, which
establish that 1t 15 not expected that the proceeds of the Bonds will be used
in a manner that would cause the Bonds to be “arbitrage bonds " within the
meanmg of Section 148 of the Internal Revenue Code of 1986, as
amended (the "Cede"), and any applicable regulations (whether final,
temporary or proposed), 1ssued pursuant to the Code, and (b} certifymg
that to the best of the knowledge and belief of the Issuer there are no other
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facts, estimates or cwcumstances that would materally change the
conclusions. representations and expectations contained tn such certificate,

(10)  The approving opimion of the Attorney General of the State
of Texas and the registration certificate of the Compiroller of Public
Accounts of the State of Texas in respect of the Bonds and the Swap
Agreements;

{11) Evidence of ratings assigned to the Bonds of *_/ ™ by
Standard & Poor’s Ratings Services, a division of The McGraw-Hill
Compames, Inc, and “_/ ™ by Moody's Investors Service, Inc, as a

result of the 1ssuance of the Liquidity Facility by the Bank.

(12) Fully executed counterparts of the Remarketing
Agreement, the Tender Agent Agreement and the Swap Agreement,

(13) The Liquidity Facilty, having been duly executed by the
Issuer and Dexia Credit Local, acting through its New York Branch (the
“Bank™);

(14)  An opmion of Andrews Kurth LLP, domestic counsel to the
Bank, n a form acceptable to the Underwnter,

{15) An opimon of foreign counsel to the Bank mn a form
acceptable to the Underwnter,

(16y A certificate of the Bank with respect to the accuracy of
staternents contamed n the Official Statement regarding the Liquidity
Facility and the Bank,

(17y A copy of a special report prepared by The Arbitrage
Group, Inc. independent certified public accountants, addressed to the
Issuer, Bond Counsel and the Underwriter, verifying (1) the arithmetical
computations of the adequacy of the maturing principal and interest on the
Federal Securities and wninvested cash on hand under the Escrow
Agreement to pay, when due, the principal of and interest on the Refunded
Bonds. and {u) the computation of the yield with respect to the Federal
Securities and the Bonds,

(18} Ewidence that moneys or Federal Securities sufficient to
cffectuate the refunding and defeasance of the Refunded Bonds have been
received by the Escrow Agent and that such moneys or Federal Secunities
have been depostted n the escrow fund under the Escrow Agreement  and

{19)  Such additional legal opinions, certtficates, instruments and
other documents as are required by the Ordinance for the issuance
thereunder of the Bonds or as the Underwnter or counsel to the
Underwriter may reasonably request to evidence the truth and accuracy, as
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of the date hercof and as of the date of the Closing, of the Issuer’s
representations and warranties contained herein and of the statements and
information contained n the Official Statement and the due performance
or satisfaction by the Issuer on or prior to the date of the Closing of all the
respective agreements then to be performed and conditions then to be
satisfied by the Issuer

All of thc opmions, letters, certificates, nstruments and other docunents
mentioned above or ¢lsewhere in this Agreement shall be deemed to be 1n comphance
with the provisions hereof 1f, but only if. they are in form and substance satisfactory to
the Underwnter The Underwriter has reviewed the Continuing Disclosure Undertaking
made by the Issuer in the Ordinance

If the Issuer shall be unable to satisfy the conditions to the obligations of the
Underwriter to purchase, to accept delivery of and to pay for the Bonds contained 1n this
Agreement, or if the obligations of the Underwniter to purchase, to accept delivery of and
to pay for the Bonds shall be terminated for any reason permitted by this Agreement, this
Agreement shall terminate and neither the Underwriter nor the Issuer shall be under any
further obhgation hereunder, except that the respective obligations of the Issuer and the
Underwrter set forth in Section 8 hereof shall continue 1n full force and effect

7. Termination  The Underwriter shall have the right te cancel therr
obligation to purchase the Bonds if, between the date of this Agreement and the Closing,
the marhet price or marketability of the Bonds shall be matenially adversely affected, n
the sole reasonable judgment of the Underwrster, by the occurrence of any of the
following

(a) legislation shall be enacted by or introduced in the Congress of the
Umted States or recommended to the Congress for passage by the President of the
Umited States, or the Treasury Department of the United States or the Internal
Revenue Service or any member of the Congress or favorably reported for
passage to either House of the Congress by any commttee of such House to
which such legislation has been referred for consideration, a decision by a court of
the Umited States or of the State or the United States Tax Court shall be rendered,
or an order, ruling, regulation (final, temporary or proposed), press release,
statement or other form of notice by or on behalf of the Treasury Department of
the Umted States. the Internal Revenue Service or other governmental agency
shall be made or proposed, the effect ot any or all uf which would be to 1mpose,
directly or indirectly, federal income taxation upon ntergst received on
obligations of the general character of the Bonds of the mterest on the Bonds as
described in the Otficial Statement, or other action or events shall have transpired
which may have the purpose or effect, directly or indirectly, of changing the
federal income tax consequences of any of the transactions contemplated herein,

{b) legislation introduced n or enacted (or resolution passed) by the
Congress or an order, decree, or mjunction 1ssued by any court of competent
Junischetion, or an order, rufing, regulation (final, temporary, or proposed). press
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release or other form of notice 1ssued or made by or on behalf of the Secunties
and Exchange Commussion, or any other governmental agency having junisdiction
of the subject matter, to the effect that obhgations of the gencral character of the
Bonds, including any or all underlying arrangements., are not exempt from
registration under or other requirements of the 1933 Act, or that the Ordinance 15
not exempt from qualification under or other requirements of the Trust Indenture
Act, or that the 15suance, offering, or sale of obligations of the general character
of the Bonds, including any or all underlying arrangements, as contemplated
hereby or by the Official Statement or otherwise. 15 or would be 1 violation of the
federal secursties laws (as amended and then in effect) or any rule or regulation
promulgated thereunder;

(©) any state blue sky or securihies commussion or other governmental
agency or body i any state in which mere than 15% of the Bonds have been
offered and sold shall have withheld registration, exemption or clearance of the
offering of the Bonds as described herein or 1ssued a stop order or similar ruling
relating thereto,

(d)  there shall be in force a general suspension of trading, minimum or
maximum prices for trading shall have been fixed and be 0 force or maxymum
ranges or prices for secunities shall have been required and be i force on the New
York Stock Exchange or other national stock exchange whether by virtue of a
determination by such exchange or by order of the Securities and Exchange
Commission or any other governmental authority having jurisdiction

(e) additignal matenial restrichions upon trading 1n securities generally
not 1n force as of the date hereof shall have been imposed by the New York Stock
Exchange or by any other national secunities exchange or any governmental
authonity having junisdiction, or the New York Stock Exchange, any other
national sccurities exchange or any governmental authonity having junsdiction,
shall have impesed, as to the Bonds or similar obligations, any matenal
restrictions not now n force, or increase materially those now mn force, with
respect to the extension of credit by, or the charge to the net capital requirements
of Underwnter or broker-dealers,

(N a major financial crisis or a matenal disruption 1n commercial
bankmg or securities settlement or clearance services shall have occurred,

(g)  a general banking moratorium declared by federal, State of New
York, or State officials authorized to do so,

(h) any amendment to the federal or state Constitution or action by any
federal or state court, lemislative body, repulatory body, or other authonty
matenally adversely affecting the tax status of the Issuer, 1ts property, mcome
securthes (or interest thereon), or the vahdity or enforceabulity of the assessments
or the collection of Pledged Revenues tu pay the Issuer’s obligations secured by
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and payable from the Pledged Revenues (including principal of and interest on the
Bonds),

{n any fact or cvent shall exsst or have existed, or information shall
become known which makes untrue m any material respect any materal
statement or information contamned 1n the Official Statement, or has the effect that
the Official Statement contains any untrue statement of material fact or omits to
state a matenal fact required to be stated therein or necessary to make the
statements therzm, 1n the hght of the circumstances under which they were made,
not misleading,

) there shall have occurred since the date of this Agreement any
matefially adverse change 1n the operations or financial condition of the 1ssuer,

(k)  the Uniuted States shall have either become engaged n hostilities
that did not exist prior to the date hereof or 1ssued a declaration of war or a
national emergency, or there shall have occurred a new matenal outbreak or
escalation of hostilities or a nattonal or international calamity or ¢risis, financial
or otherwise,

) there shall have occurred or notice shall have been given of any
intended downgrading or published necgative change in outlook in the rating
accorded to any of the Issuer's debt cbhigations that are secured 1n a Iike manner
as the Bonds (including the Bonds), and

(m)  the purchase of and payment for the Bonds by the Underwniter, or
the resale of the Bonds by the Underwrniter, on the terms and conditions heremn
provided shall be prohibited by any applicable law, governmental authonity,
board, agency or commussion, and such prohibition 15 not the result of the
Underwriter's action or non-action

8. Expenses

(a) The Underwniter shall be under no obligation to pay, and the Issuer
shall pay, any expenses tncident to the performance of the Issuer’s obhgatiuns
hereunder, including, but not imited to {1) the cost of preparation and printing of
the Bonds, (11) the fees and disbursements of Bond Counsel and the Issucr’s
Fmancial Adwvisor, (1) the fees and disbursements of any other attorneys,
engineers, accountants, and other experts, consultants or advisers retained by the
Issucr, (1v) the fees for bond ratings and municipzal bond insurance, 1f any, (v) the
costs of preparing, printing and mailing the Official Statement: (v1) the fees and
expenses of the Paying Agent/Registrar, {vi) advertising eapenscs {except any
advertising expenses of the Underwriter as sct forth below) (vin) the out-of-
pochet, miscellaneous and closing expenses, ncluding the cost of wavel, of the
officers and officials of the Issuer, (1x} the Attorney General's review fee. and (x)
any other expenses mutually agreed to by the Issuer and the Underwniter to be



reasonably considered expenses of the Issuer which are incident to the
transactions contemplated hereby

{b}  The Underwriter shall pay (1) the cost of preparation and printing
of this Agreement, the Blue SKky Survey and Legal Investment Memorandum, 1f
any, (n) all advertising expenses in connection with the pubhic offering of the
Bonds, and {1) all other expenses incurred by them n connection with the pubhe
offering of the Bonds, mcluding the fees and disbursements of counsel retained by
the Underwriter

9. Notices Any notice or other communication to be given to the Issuer
under this Agreement may be given by delivering the same in writing to City of Austin,
Texas, 700 Lavaca, Swite 1510, Austin, Texas 78701, Attention Treasurer. and any
notice or other communication to be given to the Underwrniter under this Agreement may
be given by delivering the same in writing to Morgan Keegan & Company, Inc, 5956
Sherry Lane. Suite 1900, Dallas, Texas 75225, Attention Tom Oppenheim

10.  Parues in _Interest This Agreement as heretofore specified shall
constitute the entire agreement between us and 1s made solely for the benefit of the Issucr
and the Underwriter (including successors or assigns of the Underwriter) and no other
person shall acquire or have any right hereunder or by virtue hereof This Agreement
may not be assigned by the [ssuer All of the Issuer’s representations, warranties and
agreements contammed 1n this Agreement shall remain operative and in full force and
effect, regardless of (1} any investipations made by or on behalf of any of the
Underwriter, (1) delivery of and payment for the Bonds pursuant to this Agreement, and
(1) any termination of this Agreement

11.  Effectiveness  This Agreement shall become effective upon the
acceptance hereof by the Issuer and shall be vahd and enforceable at the time of such

acceptance

12.  Choce of Lanw This Agreement shall be governed by and construed 1n

accordance with the laws of the State of Texas

13.  Severabiity. 1f any proviston of this Agreement shall be held or deemed
to be or shall, mn fact, be wnvalid, moperative or unenforceable as applied 1n any particular
case in any Jurisdiction or junisdictions, or in all jurisdictions because 1t conflicts with any
provision or provisions of any Consbitution, statute, rule of public policy, or any other
reason, such circumstances shall not have the effect of rendenng the provision in question
invald, moperative or unenforceable mn any other case or circumstance, or of rendering
any other provision or provisions of this Agreement mvalid, inoperative or unenforceable
to any extent whatever

14.  Buswess Day For purposes of this Agreement “business day™ means any
day on which (aj the New Yorh Stock Exchange 15 open for trading and (b} the payment
system of the Federal Reserve System 1s operational
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15.  Section Headings Section headings have been nserted n this Agreement
as a matter of convenience of reference only, and 1t 1s agreed that such section headings
are not a part of this Agreement and will not be used in the interpretation of any

provisions of this Agreement

16.  Counterparts This Agreement may be executed in several counterparts
each ot which shall be regarded as an oniginal {with the same effect as If the signatures
thereto and hereto were upon the same document) and all of which shall constitute one

and the same document

[Executron Page Follows |
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If you agree with the foregoimng, please sign the enclosed counterpart of this
Agreement and return 1t to the Underwnter This Agreement shall become a binding
agreement between the Issuer and the Underwriter when at least the counterpart of this
letter shall have been signed by or on behalf of each of the parties hereto

Respectfully submitted,

MORGAN KEEGAN & COMPANY, INC

By

Name

Titic

ACCEPTED and agreed 1o as of the date first written above
CITY OF AUSTIN, TEXAS
By

Name
Title

[Execution Page]
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CITY OF AUSTIN, TEXAS
(A political subdivision of the State of Texas
located in Travis and Willlamson Counties)

s __
Hotel Occupancy Tax
Subordinate Lien Variable Rate Revenue Refunding Bonds
Series 2008 (Subseries B)

BOND PURCHASE AGREEMENT

August 13, 2008

Honorable Mayor and City Council
City of Austin, Texas

30! West 2nd Street

Austin, Texas 78701

Ladies and Gentlemen

The undersigned, Banc of Amenca Secunities LLC (the " Undervriter ), acting on
its own behalf and not acting as a fiduciary or agent for you, offers to enter mnto the
following agreement (this “Agreement”) with the Cuy of Austin, Texas (the "Issuer”),
which, upon the Issuer’s written acceptance of this offer, will be binding upon the Issuer
and upon the Underwriter  This offer 1s made subject to the Issuer’s written acceptance
hereof vn or before 10 00 p m, Ausiin, Texas time, on August 13 2008 and 1f not so
accepted, will be subject to withdrawal by the Underwnter upon notice delivered to the
Issuer at any time prior to the acceptance hereof by the Issuer Terms not otherwise
defined in this Agreement shall have the same meanings set forth in the Ordinance {as
defined herein) or 1n the Official Statement (as defined herein)

1. Purchase and Sale of the Bonds Subject to the terms and conditions and
mn rehance upon the representations, warranties and agreements set forth heremn. the
Underwriter hercby agrees to purchase from the 1ssuer, and the Issuer hereby agrees to
sell and deliver to the Underwriter, all, but not less than all, of the Issuer’s $
Hotel Occupancy Tax Subordinate Lten Variable Rate Revenue Refunding Bonds, Series
2008 (Subseries B) (the “Bonds”) Inasmuch as this purchase and sale represents a
negotiated transaction the Issuer understands, and hereby confirms, that the Underwnter
15 not acting as a fiduciary of the Issuer, but rather 1s acung solelv mn 1its capacity as an
underwriter for 1ts own account

The Bonds shall be 1ssued and secured under and pursuant to the provisions of (1)
Ordinance No 20080724-_ | including the appendix and exhibits therete, adopted by
the Issuer on July 24, 2008, and (11) a pricing certificate, dated as of , 2008, signed
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by an authorized representative of the City appointed by the City Council and duly
authonzed to approve the pricing and terms of sale for the Bonds (collectively, the
“Ordinance™ Capitalized terms used herein and not otherwise defined shall have the
meaning assigned in the Ordinance

The Bonds shall mature on November 15, 2029, subject to redemption prior to
matunty as described in the Ordinance [nitially, the Bonds will be 1ssued as vanable rate
bonds accruing mterest in a Weekly Mode from the date of the Closing (as herein
defined) at a Weekly Rate (initially _ % per annum) (unless converted to a different
Mode in accordance with the Ordmance} The purchase price for the Bonds shall be
$ (representing the par amount of the Bonds, less an Underwniter’s discount
of ¥ )

In connection with the Bonds. the Issuer has entered into {a) an 1ISDA Master
Agreement, including the Schedule and Confirmation thereto, with Morgan Keegan
Financial Products (“MKFP™), dated as of August __, 2008, (b} a Credit Support Annex
to the Schedule 1o the ISDA Master Agreement, with Deutsche Bank AG, New York
Branch {“Deutsche Bank™), dated as of August . 2008 and (c) Replacement Transaction
Agreement with MKFP and Deutsche Bank, dated as of August __, 2008 The ISDA
Master Agreement, the Schedule, the Confirmation, the Credit Support Annex and the
Replacement Transaction Agreement are collectively referred to as the “Swap
Agreement” Concurrently with the execution of this Agreement, the Issuer has executed
a Bond Purchase Agreement with Morgan heegan & Company. Inc relating to the
1ssuance by the Issuer its § Hotel Occupancy Tax Subordinate Lien Variable
Rate Revenue Refunding Bonds, Series 2008 (Subseries A) (the “Subseres A Bonds") on
substantially the same tepms as provided herem with respect to the 1ssuance of the Bonds

2. Public Offering  The Underwriter agrees to make a bona fide pubhe
offering of all of the Bonds at prices not to exceed the public offering price set forth on
the front cover of the Official Statement and, subsequently, may change such offering
prices without any requirement of prior notice  On or before Closing. the Underwnter
shall execute a cernficate prepared by Bond Counsel verifying the imitial offering prices
to the public at which a substantial amount of each stated maturity of the Bonds was sold
to the public  The Underwriter may offer and sell Bonds to certain dealers (including
dealers depositing Bonds nto investment trusts) and others at prices fower than the public
offering prices stated on the front caver of the Qfficial Statement

3. The Official Statement

{a) The Issuer has prepared a final Official Statement relating to the
Bonds, which 15 (1) dated August 7 2008 and {ti) complete as of such date and as
of the date of this Agreement within the meaning of the United States Securities
and Exchange Commission’s Rule 15¢2-12, as amended (the “Rufe™) Such final
Official Statement, wcluding the cover page thereto, all exhibits, appendices,
maps. charts pictures diagrams, reports, and statements included or incorporated
therein or attached therete, and 21l amendments and supplements thereto that may

rd
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be authonzed for use with respect to the Bonds, ts heremn referred to as the
“Official Statement ™

(b}  The Official Statement has been prepared for use by the
Underwriter in connection with the public offering sale and distribution of the
Bonds, and the Issuer hereby authonzes the Official Statement and the
information theremn contained to be used by the Underwriter in connection with
the public offering and the sale of the Bonds The Issuer has provided to the
Underwriter copies of the Official Statement which was complete as of the date of
its delivery to the Underwniter in such quantity as requested by the Underwriter,
and, duning the period up to and including the twenty-fifth (25th) day subsequent
to the “end of the underwniting peniod” (as defined in the Rule), the Jssuer shall
provide, or cause to be provided, to the Underwnter such additional copies of the
Official Statement as the Underwriter shall reasonably request in order for the
Underwriter to comply with Section {b}{4) of the Rule and the rules of the
Municipal Securities Rulemaking Board

{c) If, after the date of this Agreement to and including the date the
Underwniter is no longer required to provide an Official Statement to potential
customers who request the same pursuant to the Rule (the earhier of (1) ninety (90}
days from the “end of the underwnting peniod” and (11) the time when the Official
Statement 15 available to any person from a nationally recogmzed municipal
securities information repository, but 1n no case less than twenty-five (25) days
after the “end of the underwnting peniod™ for the Bonds) the Issuer becomes
aware of any fact or event which might or would cause the Official Statement, as
then supplemented or amended, to contain any untrue statement of 4 matenal fact
or to omut to state a material fact required to be stated therem or necessary to
make the statements therein not misleading, or if it 15 necessary to amend or
supplement the Official Statement to comply with law. the Issuer will notify the
Underwriter (and for the purposes of this clause provide the Underwnter with
such iformation as 1t may trom time to time request), and if, 1n the judgment of
the Underwriter, reasonably exercised, such fact or event requires preparation and
publication of a supplement or amendment to the Official Statement, the Issuer
will forthwith prepare and furnish, at the Issuer’s own expense (in a form and
manner approved by the Underwriter). a reasonable number of copies of enther an
amendment or a supplement to the Official Statement so that the statements in the
Official Statement as so amended and supplemented will not contain any untrue
statement of a matenial fact or omt to state a matenal fact required to be stated
theremn or necessary to make the statements therein not misleading or so that the
Official Statement will comply with faw  If such notification shall be subsequent
to the Closing, the Issuer shall furmish such legal opmions certificates,
instruments and other documents as the Underwniter may deem necessary to
evidence the truth and accuracy of such supplement or amendment to the OMficial
Statement

{d) L he Underwniter hereby agrees to file the Official Statement with a
nationally recogrized municipal securities information  repository  Unless



hereby
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otherwise notifted 11 writing by the Underwriter, the Issuer can assume that the
“end of the underwnting period” for purposes of the Rule i1s the date of the
Closing

4. Representations, Warranties, and Covenants of the Issuer The Issuer
represents and warrants to and covenants with the Underwniter that

(a)  The Issuer 15 a duly orgamized mumicipal corporation and a
political subdivision of the State of Texas (the “State™), duly created, valdly
existing, and acting under the provisions of the Constitution and the laws of the
State (sncluding the Issuer’s home rule charter); and the Issuer has full legal right,
power and authority pursuant to the Constitution and the laws of the State,
mcluding particularly Chapters 1207 and 1371, Texas Government Code, as
amended, Chapter 334, Texas Local Government Code, as amended, and Chapter
351, Texas Tax Code, as amended (collectively, the “Acts™), and 1its home rule
charter, and at the date of the Closing will have full legal right, power and
authority (1) to enter nto. execute and deliver this Agreement, the Ordinance, the
gscrow agreement described in the Ordinance (the “Escrow Agreement™), the
Continuing Disclosure Undertaking (as defined in Section 6(j)(2) hereof), the
Remarketing Agreement, the Tender Agent Agreement, the Liquudity Facility, the
Swap Agreement and all documents required hereunder and thereunder to be
executed and delivered by the Issuer (this Agreement, the Ordinance, the Escrow
Agreement. the Continuing Disclosure Undertaking, the Remarheting Agreement,
the Tender Agent Agreement, the Liguidity Facihty, the Swap Agreement and
such other documents are heremafter referred to as the “Issuer Documents™),
(n) to sell, 1ssuc and deliver the Bonds to the Underwriter as provided herem,
(tu)to levy and collect the Pledged Hoicl Occupancy Tax Revenues and the
Special Hotel Occupancy Tax (collectively, the “Hotel Taxes™) and (1v) to carry
out and consummate the transactions contemplated by this Agreement, the
Ordinance and the Official Statement, and the Issuer has complied, and will at the
Closing be in comphance 1n all respects with the terms of its home rule charter,
apphcable State law (including the Acts) and the Issuer Documents as they pertain
to such transactions,

{by By alf necessary official action of the Isswer prior to or
concurrently with the acceplance hereof, the Jssuer has duly authonized all
necessary action to be taken by 1t for (1) the adoption of the Ordinance and the
issuance and sale of the Bonds, (n) the approval, execution and dehvery of, and
the performance by the Issuer of the obligations on its part, contained in the
Bonds and the lssuer Documents and (1) the consummation by 1t of all other
transactions contemplated by the Official Statement and the Issuer Documents
and any and all such other agreements and documents as may be required to be
cxecuted, dehivered and/or recerved by the Tssuer in ueder to carry out, grve effect
to, and consummate the transactions contemplated heremn and in the Official
Statement,
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(¢}  The Issuer Documents constitute legal, valid and binding
obligations of the Issuer enforceable in accordance with their respective terms,
subject to bankruptcy, insolvency, reorgantzation, moratorium and other sirmilar
laws and principles of equity relaning to or affecting the enforcement of credstors”
rights, the Bonds, when 1ssued, dehvered and paid for, in accordance with the
Ordinance and this Agreement, will constitute legal, valid and binding hiited
obligations of the Issuer payable from and secured by a lien on and pledge of the
Pledged Revenues (as described in the Official Statement), entitled to the benefits
of the Ordmmance and enforceable in accordance with their terms, subject to
bankruptcy, insolvency, reorgamzation, moratorium and other symlar laws and
principles of equity relating to or affecting the enforcement of creditors’ rights,
and upon the 1ssuance, authentication and delsvery of the Bonds as aforesaid, the
Ordinance will provide, for the benefit of the holders, from time to time, of the
Bonds, the legally valid and binding pledge of and lien 1t purports to create as set
forth in the Ordinance,

{d) The Issuer 1s not in breach of or default in any material respect
under any applicabie constitutional provision, faw or admimstrative reguiation of
the State or the United States or any applicable judgment or decree or any loan
agreement, indenture. bond. note, resolution, agreement or other instrument to
which the Issuer 15 a party or to which the Essuer 15 (or any of its property or assets
are} otherwise subject, and no event has occurred and 15 continuing which
constitutes or with the passage of bme or the giving of notice, or both, wouid
constitute & default or event of default by the Issuer under any of the foregoing,
and the execution and delivery of the Bonds, the Issuer Documents and the
adoptron of the Ordimance and compliance with the provisions on the Issuer’s part
contained therein, will not conflict with or constitute a breach of or default under
any constitutional provision. law or admunistrative regulation, judgment, decree,
lean agreement, indenture, bond, nete, resolution, agreement or other instrument
to which the Issuer 1s a party or te which the Issuer 1s or to which any of its
property or assets are otherwise subject, or under the terms of any such law,
1egulation or mnstrument, except as provided by the Bonds and the Ordinance,

(e) All authorizations, appiovals, licenses, permuts. consents and
orders of any governmental authonty, legilative body, board agency or
commssion having junsdiction of the matters which are required for the due
authonzation of, which would constitute a condition precedent to, or the absence
of which would materially adversely affect the due performance by the Issuer of
s obligations under the Issuer Documents and the Bonds have been duly
obtained or wili be obtained prior to the Closing. except for such approvals,
consents and orders as may be required under the Blue Sky or secunities laws of
any junisdiction 1n connection with the otiering and sate of the Bonds,

{H The Bonds and the Ordimance conform to the descrniptions thereof
contamned m the Otficial Statement under the captions * SECURITY FOR THE
BONDS " and “DESCRIPTION OF THE BONDS". the proceeds of the sale of the
Bonds will be applied generally as described in the Otfictal Statement under the
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captions "PLAN OF FINANCING” and “"SOURCES AND USES OF FUNDS",
and the Continying Disclosure Undertaking contamed mn the Qrdinance conforms
to the description thereof contaned i the Official Statement under the caption
“CONTINUING DISCLOSURE OF INFORMA 110ON™,

(g}  Except as otherwise provided in the Official Statement under the
caption “CONTINUING DISCLOSURE OF INFORMATION - Comphance with
Pnor Undertakings”, during the last five (5) years the Issuer has compled n ali
material respects with its previous Continuing Disclosure Undertakings made by
it in accordance with the Rule,

(hy  There 15 no huigation, action, suit, procesding. nqury or
investigation, at law or in equity, before or by any court, government agency,
public board or body, pending or, to the best knowledge of the Issuer, threatened
against the [ssuer, affecting the existence of the Issuer or the titles of its officers to
their respective offices, or affecting or seeking to prohtbit, restram or enjom the
sale, 1ssuance ot delivery of the Bonds or the pledge or collection of Pledged
Revenues pledged to the payment of the principal of and mterest on the Bonds
pursuant to the Ordmance or m any way contesting or affecting the validity or
enforceability of the Bonds or the Issuer Documents, or contesting the exclusion
from gross income of mterest on the Bonds for federal income tax purposes, or
contesting 1n any way the completeness or accuracy of the Official Statement or
any supplement or amendment thereto. or contesting the powers of the Issuer or
any authority for the issuance of the Bonds, the adoption of the Ordinance or the
exceution and delivery of the Issuer Documents, nor, to the best knowledge of the
Issuer, 1s there any basis therefor, wheretn an unfavorable decision, ruling or
finding would materiaily adversely affect the vahdity or enforceability of the
Bonds (including the secunity therefor) or the [ssuer Documents,

(1) As of the date thereof. the Otficial Statement did net contain any
untrue statement of a material fact or omit to state a material fact required to be
stated therein or necessary to make the statements therem, in the light of the
vircumstances under which they wore made, not misleading,

) At the time of the Issuer’s acceptance hercot and (unless the
Offivial Statement 15 amended or supplemented pursuant to paragraph(d) of
Section 3 of this Agreement) at all times subsequent thereto durtng the period up
to and including the twenty-fifth (25th) day subsequent to the “end of the
underwniting period,” the Otficial Statement does not and will not contamn any
untrue sfatement of @ material fact or omut to state any material fact required to be
stated therein or necessary to make the statements therem, in Light of the
crrcumstances under which they were made, not nusleading,

i3] If the Official Statement 15 supplemented or amended pursuant to
paragraph (c) of Section 3 of this Agreement, at the time of each supplement or
amendment therete and {unless subsequently agoin supplemented or amended
pursuant to such paragraph) at all times subsequent thereto during the period up to
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and including the twenty-fifth (25th) day subsequent to the “end of the
underwriting pertod,” the Official Statement as so supplemented or amended wil
not contain any untrue statement of a matenal fact or omit to state any material
fact required to be stated therein or necessary to make the statements therem, m
light of the circumstances under which made, not misleading;

()] The Issuer wall apply, or cause to be applied, the proceeds from the
sale of the Bonds as provided 1n and subject to all of the terms and provisions of
the Ordinance and will not take or omit to take any action which action or
ormssion will adversely affect the exclusion from gross income for federat income
tax purposes of the interest on the Bonds,

(m) The Issuer will furnish such mformation and execute such
instruments and take such action in cooperation with the Underwnter as the
Underwniter may reasonably request (1) to (1) qualify the Bonds for offer and sale
under the Blue Sky or other secunties laws and regulations of such states and
other jurisdictions in the Untited States as the Underwriter may designate and (1)
determine the eligibility of the Bonds for investment under the faws of such states
and other junsdictions and (2) to continue such quahfications n effect so long as
required for the distribution of the Bonds (provided, however, that the Issuer will
not be required to qualify as a foreign corporation or to file any general or special
consents to service of process under the laws of any jurisdiction) and will
promptly advise the Underwniter of recetpt by the lssuer of any netification with
respect to the suspension of the quabfication of the Bonds for sale in any
jurisdiction or the imtiation or threat of any proceeding for that purpose,

(n)  The Issuer’s financial statements and the other information
regarding the Issuer’s financial condition and operauons set forth in the Official
Statement fairly present the financial position, results of operations and condition
of the Issuer as of the dates and for the periods therein set forth and there has been
no adverse change of a material nature n the financial position results of
operations or conditien, financial or otherwise, of the Issver smce the dates of
such statements and informatien,

{(0) The Issuer 1s not a party to any htigation or other procceding
pending or, to its knowledge, threatened which, it decided adversely to the Issuer,
would have a materially adverse etfect on the Issuer’s financial condition or
operations,

(p) Prior to the Closing, the Issuer will not offer or 1ssue any bonds.
notes or other obligations for borrowed money (other than the Subsenies A Bonds)
or ncur any material hiabwhties, direct or contingent, payable trom or secured by
any of the revenues or asscts which will secure the Bonds without the prior
approval of the Underwniter,

{q) Any certificate. signed by any olficial of the Issuer authorized to
do so i connection with the trunsactions contemplated by this Agreement shall



be deemed a representation and warranty by the Issuer to the Underwriter as to the
statements made therein, and

(r) The Issuer covenants that between the date hereof and the date of
the Closing it will take no acton within its control which will cause the
representations and warranties made n this Section to be untrue as of the Closing

s, Closing

(a) At 10 00 a m, Austin, Texas time, on August 14, 2008, or at such
other time and date as shall have been mutually agreed upon by the Issuer and the
Underwriter (the “Closmg "), the Issuer will, subject to the terms and conditions
hereof, deliver the Bonds to the Underwriter, duly executed and authenticated,
together with the other documents heremafter mentioned, and the Underwniter
will, subject to the terms and conditions hereof, accept such delivery and pay the
purchase price of the Bonds, as set forth in Section 1 of this Agreement, by wire
transfer payable in immediately available funds to the order of the Issuer
Payment for the Bonds as aforesaid shall be made at the offices of Deutsche Bank
Trust Company Americas, New York. New York (the “Paving Agent/Registrar”),
or such other place as shall have been mutually agreed upon by the Issuer and the
Underwriter

{b) Detivery of the Bonds m definttive form shall be made through
The Depository Trust Company, New York, New York (“DTC™) The Bonds
shall be delvered in defimtive fully registered form, beanng CUSIP numbers
without coupons, registered in the name of Cede & Co, all as provided 1n the
Ordinance, and shall be made available to the Underwnter before Closing for the
purpose of inspection

6. Closmg Condittons The Underwniter has entered into this Agreement 1n
relance upon the representations, warrantics and agreements of the lIssuer contained
heremn. and 1n rehance upon the representations, warranties and agreements to be
contained in the documents and imstruments to be delivered at the Closing and upon the
performance by the Issuer of its obligations hercunder. both as of the date hereof and as
of the date of the Closing Accordingly, the Underwriter's obligation under this
Agreement to purchase, to accept dehvery of and to pay for the Bonds shall be
condittoned upon the pertormance by the Issuer of s obhigattons to be performed
hereunder and under such documents and instruments at or prior to the Closing, and shall
also be subject to the following additional conditions, mcluding the delivery by the Issuer
of such documents as are enumerated herein in form and substance reasonably
satisfactory to the Underwriter

(a) The representations and warranlies of the lssuer contamed herein
shall be true, complete and correct on the date hereaf and on and as of the date of
the Closing, as 1f made on the date ot the Closing,
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(b)  The Issuer shall have performed and complied with all agreements
and conditions required by this Agreement to be performed or complied with by 1t
prior to or at the Closing,

(c) At the tume of the Closing. (1) the Bonds and the Issuer Documents
shall be n full force and effect and shall not have been amended, modified or
supplemented, and the Offictal Statement shall not have been supplemented or
amended, except 1n any such case as may have been agreed to by the Underwnter,
{1 the net proceeds of the sale of the Bonds and any funds to be provided by the
Issuer shall be deposited and apphied as described 1n the Official Statement and in
the Ordinance, and (in) alt achions of the [ssuer required to be taken by the Issuer
shall be performed n order for Bond Counscl and counsel to the Underwriter to
dehver their respective opinions referred to hereafter;

{d) At the time of the Closing, all official action of the Issuer relating
to the Bonds and the Ordinance shall be in fuli force and effect and shall not have
been amended, modified or supplemented,

(e) At the time of the Closing, (1) all official action of the Issuer
relating to the Subserics A Bonds shall be i full force and effect and shall not
have been amended, modified or supplemented, {n) all actions of the Issuer
requrred to be taken by the Issuer shall be performed in order for Bond Counsel
and counsel to the Underwnter to deliver their respective opmiens referred to n
the Bond Purchasc Agreement for the Subseries A Bonds and {uij the net
proceeds of the sale of the Subseries A Bonds shall be deposited and applied as
described 1 the Official Statement and n the Ordinance,

() At or prior to the Closing, the Ordinance shall have been duly
adopted by the Issuer and the Issuer shall have duly executed and dehvered and
the Paying Agent/Regstrar shall have duly authenticated the deftmtive Bonds,

(g) At the time of the Closing, there shall not have occurred any
change or any development involving a prospective change wn the condition,
financial or otherwise. o in the revenues or operations of the Issuer, from that set
forth 1n the Official Staternent that in the judgment of the Underwriter, reasonably
exercised, 1s material and adverse and that makes i, in such judgment of the
Underwriter, impracticable to market the Bonds on the terms and in the manner
contemplated 1n the Official Statement,

{h The Issuer shall not have failed to pay principal or mterest when
due on any of 1ts outstanding obhgations for borrowed money,

() All steps 1o be taken and all mstruments and other documents to be
executed, and ail other legal matters 1n connection with the transactions
contemplated by this Agreement shall be reasonably satisfactory n legal form and
effect to the Underwriter
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m At or prior to the Closmg, the Underwriter shall have recerved a

copy of each of the following documents

(1)  The Official Statement, and each supplement or
amendment thereto. if any, as may have been agreed to by the
Underwriter,

(2) A copy of the Ordinance, which shall contain the
undertaking of the Issuer which satisfies the requirements of
section (b)(5)(1) of the Rule (the “Continuing Disclosure Undertaking”™),
certified by the City Clerk as having been duly adopted by the Issuer and
mn full force and effect, with such supplements or amendments as may
have been agreed to by the Underwriter,

(3) The Escrow Agrecment, having been duly executed by the
Issuer and Deutsche Bank Trust Company Americas, New York, New
York (the “Escrow Agent™),

() The approving opinion of Fulbnght & Jaworskt L L P
{"Bond Counsel”) with respect to the Bonds. in substanhally the form
aftached to the Official Statement,

{5} A supplemental opimion of Bond Counsel addressed to the
Issuer and the Underwriter, substantially to the effect that

() the Ordmance has been duly adopted and is in full
force and effect,

{11) the Bonds are exempted securities under the
Securities Act of 1933, as amended {the “7933 Act”). and the
Trust Indenture Act of 1939. as amended {the “Trust Indenture
Aet™), and 1t 15 not necessary, 1n connection with the offering and
sale of the Bonds, to register the Bonds under the 1933 Act or to
qualify the Crdinance under the Trust Indenture Act, and

(m)  the statements and information m the Official
Statement under the captions "PLAN O TINANCING-Refunded
Bonds.” *SECURITY FOR T'HE BONDS’ {except tor tnformation
in the last sentence of the first paragraph and the second paragraph
of the subcaption “Historical Hotel Occupancy Tax Receipts™ and
under the subcaptions ‘Historical Hotel Oecupancy  Tax
Collections,” “Top Twenty Hotel Occupancy Taxpayers”™ and
“Historical Hotel Occupanuy Data™), “DESCRIPTION OF THE
BONDS (except for mformation under the subcaption “Buok-
Entry Tenders,” “Disclosure Concerning Tender Process and Sales
of Adjustable Rate Bonds by Remarketing Agents™ and
* Bondholders Remedies™), ‘THE INITIAL LETTER OF CREDIT
AND THE REIMBURSEMENT AGREEMENT - Alternative
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Ligmdity Facihty”, “THE SWAP AGREEMENTS,” “TAX
EXEMPTION,” “CONTINUING DISCLOSURE OF
INFORMATION” (except for information under the subsection
captioned “Comphance With Prior Undertakings”), “OTHER
RELEVANT INFORMATION — Registration and Qualification of
Bends,” “OTHER RELEVANT INFORMATION - Legal
Investments and Eligibility to Secure Public Funds in Texas” and in
APPENDIX C accurately and fairly descnibe the provisions of the
Bonds and the Ordinance and are correct as to matters of law,

(6) An opimon, dated the date of the Closing and addressed to
the Underwriter, of counsel for the Underwnriter, to the effect that

(1 the Bonds are exempted sccurities under the 1933
Act and the Trust Indenture Act and it 15 not necessary, in
conncction with the offering and sale of the Bonds, to register any
securities under the 1933 Act and the Ordinance need not be
quahfied under the Trust Indenture Act, and

(u}  based upon their participation mm the preparation of
the Official Statement as counse] for the Underwriter and their
parhicipation at conferences at which the Official Statement was
discussed. but without having undertaken to determine
mndependently the accuracy, completeness or farness of the
statements contamned mn the Official Statement, such counsel has no
reason {o believe that the Official Statement contains any untrue
statenent of a matenal fact or cmiuts to state 1 materal fact
necessary 1o make the statements therein, in hight of the
circumstances under which they were made, not msleading
{except for any financial, forecast. techmcal and stahistical
statements and data included in the Official Statement and the
information regarding DTC and its book-entry system and the
mformation regarding the municipal bord mnsurance policy, in each
case as to which no view need be expressed),

(7Y A certficate. dated the date of Closing, of an appropnate
otficial of the Issuer to the effect that (1) the representations and warranties
of the Issuer contained herein or in any certificate or document delivered
by the Issuer pursuant to the provisions hereef are true and correct 1n all
material respects on and as of the date of Closing as if made on the date of
Clostng, (1t} no litigation or proceeding agatnst the Issuer 1s pendmng or. to
the best of his or her knowledge. threatened in any court or adminsstrative
body, nor 1s there a basis for hitigation, which would (a) contest the nght
of the council members, officers ar offtcials of the Jesuer to hold and
exercise ther respective posmons, (b) contest the due orgamzation and
vahd existence of the Issuer, (¢} atlempt to restran or emjoin the 1ssuance
or dehvery of the Bonds or the Tssuer's levy and coliection of the Hotel
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Taxes, or contest the vahdity, due authorization and execution of the
Bonds or the Issucr Documents, or (d) attempt to himut, enjoin or otherwise
restrict or prevent the Issuer from functioning and collecting revenues (or
makmg payments on the Bonds) pursuant to the Ordinance or other
income, or levying, assessmng or collecting the Pledged Revenues, pledged
or to be pledged, to pay the principal of and mterest on the Bonds, or the
pledge thereof, (1n) all officral actions of the Issuer relating to the Official
Statement, the Bonds and the Issucr Documents have been duly taken by
the Issuer, are n full force and effect and have not been modified,
amended, supplemented or repealed, (1v) to the best of his or her
knowledge, no event atfecting the Issuer has occurred since the date of the
Official Statement which should be disclosed in the Official Statement for
the purpose for which 1t 1s to be used or which 1t ts necessary to disclose
theremn in order to make the statements and information therem, n fight of
the circumstances under which made. not misleading 1n any materal
respect as of the time of Closing, and the information contained in the
Official Statement 15 correct in all matenal respects and, as of the date of
the Official Statement did not, and as of the date of the Closing does not,
contain any untrue statement of a matenal fact or omit to state a matenal
fact required to be stated therein or necessary to make the staterments made
theremn, 1n the hght of the circumstances under which they were made, not
misleading, provided, however, that the Issuer makes no representations
with respect to the descriptions in the Official Statcment of The
Depository Trust Company. New York, New York, or its book-entry-only
system, or the information provided by the Bank and included n
Appendix F to the Official Statement, and (v) there has not been any
material adverse change n the financial conditton of the Issuer since
September 30, 2007, the Jatest date as of which audited financial
infermatton 1s available,

(8) A certificate of an appropriate official of the Issuer to the
effect that KPMG LLP and Mendoza & Company, PC, have consented to
the mcluston 1n the Official Staiement of certain excerpts (or the complete
audited financial statements) of the Issuer, and their report thereon, for the
Issuer’s fiscal year ended September 30, 2007,

{9y A certificate of the Issuer, dated the date of the Closing. of
an appropriate offictal of the Issuer 1in form and substance satisfactory to
Bond Counsel and counsel to the Underwriter {a) setting forth the facts,
estimates and circumstances in existence on the date of the Clesmg, which
establish that 1t 1s not expected that the proceeds of the Bonds wali be used
in a manner that would cause the Bonds to be “arbitrage bonds™ within the
meammng of Secpon 148 of the Internal Revenue Code of 1986, as
amended (the "Code”), and any applicable regulations (whether final,
temporary or proposed), 1ssued pwisuant to the Code, and (b) certifying
that 10 the best of the knowledge und belief of the Issuer there are no other
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facts, estimates or circumstances that would materially change the
conclusions, representations and expectations contamed 1n such certificate,

(i0) The approving opinion of the Attorney General of the State
of Texas and the registration certificate of the Comptroller of Public
Accounts of the State of Texas in respect of the Bonds and the Swap
Agreements,

(11) Ewidence of ratings assigned to the Bonds of *_/ ™ by
Standard & Poor’s Ratings Services, a division of The McGraw-Hill
Companies, Inc, and *_/ " by Moody’s Investors Service, Inc, as a

result of the 1ssuance of the Liquidity Facility by the Bank,

(12) Fully exccuted counterparts of the Remarketing
Agreement, the Tender Agent Agreement and the Swap Agreement,

(13)  The Ligquidity Facihty, having been duly executed by the
Issuer and Dexia Credit Local, acting through its New York Branch (the
“Bank’},

(14}  Anopmion of Andrews Kurth LLP, domestic counsel to the
Bank, in a form acceptable to the Underwnter,

{15) An opmon of foreign counsel to the Bank i a form
acceptable to the Underwriter,

(16) A certificate of the Bank with respect to the accuracy of
statements contaipned n the Official Statement regarding the Liguidity
Facility and the Bank,

{17) A copy ot a special report prepared by The Arbitrage
Group. Inc . independent certificd public accountants, addressed to the
Issuer, Bond Counsel and the Underwnter, venfying (1) the arthmetical
computations of the adequacy of the maturing principal and interest on the
Federal Securities and umnvested cash on hand under the Escrow
Agreement to pay, when due, the principal ot and interest on the Refunded
Bonds, and (11) the computation of the yield with respect to the Federal
Securities and the Bonds,

(18) Ewidence that moneys ur Federal Securities sufficient to
cffectuate the refunding and defeasance of the Relunded Bonds have been
received by the Escrow Apent and that such moneys or Federal Secunities
have been deposited in the escrow fund under the Escrow Agreement, and

{19)  Such addwional legal opinions, certificates, instruments and
other documents as are required by the Ordinance for the 1ssuance
thereunder of the Bonds or as the Underwrer or ¢ounsel to the
Underwriter may reasonably request to cvidence the truth and accuracy. as
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of the date hereof and as of the date of the Closing, of the Issuer’s
representations and warranties contamed herewn and of the statements and
information contained n the Official Statement and the due performance
or satisfaction by the Issuer on or prior to the date of the Closing of all the
respective agreements then to be performed and conditions then to be
satisfied by the Issuer

All of the opinions, letters, certificates, mstruments and other documents
mentioned above or elsewhere in this Agreement shall be deemed to be in compliance
with the provisions hereof if, but only If, they are in form and substance satisfactory to
the Underwriter The Underwriter has reviewed the Continuing Disclosure Undertaking
made by the Issuer in the Ordinance

" If the Issuer shall be unable to satisfy the conditions to the obligations of the
Underwriter to purchase, to accept delivery of and to pay for the Bonds contaned in this
Agreement, or 1if the obligations of the Underwriter to purchase, to accept delivery of and
to pay for the Bonds shall be terminated for any reason permitted by this Agreement, this
Agreement shall terminate and neither the Underwriter nor the Issuer shall be under any
further obligation hereunder, except that the respective obligations of the Issuer and the
Underwriter set forth in Section 8 hereof shall continue in full force and effect

7. Termination  The Underwriter shall have the nght to cancel thor
obligation to purchase the Bonds if, between the date of this Agreement and the Closing,
the market price or marketabihity of the Bonds shall be materially adversely affected, m
the sole reasonable judgment of the Underwnter, by the occurrence of any of the
following

(3}  legislation shall be enacted by or inmtrnduced 1n the Congress of the
United States or recommended to the Congress for passage by the President of the
United States. or the Treasury Depantment of the Umited States or the Internal
Revenue Service or any member of the Congress or favorably reported for
passage to either House of the Congress by any committee of such House to
which such legislation has been referred for consideration, a decision by a court of
the United States or of the State or the United States Tax Court shall be rendered.
or an order, ruling, regulation (final, temporary or proposed), press release,
statement or other form of notice by or on behalf of the Treasury Department of
the United States, the Internal Revenue Service or other governmental agency
shall be made or proposed, the effect of any or all of which would be to impose,
directly or ndirectly, federal income taxation upen ntercst received on
obhigations of the general character of the Bonds of the interest on the Bonds as
descnibed in the Official Statement, or other action or events shall have transpired
which mav have the purpose or effect, directly or indirectly. of changing the
federal income tax consequences of any of the transactions contemplated herein,

{b} legiclation introduced i or enacted (or resolution passed) by the
Congress or an order, decree, or mnjunction 1ssued by any court of competent
Junisdiction, or an order, ruling, regulation {final, temporary. or proposed), press
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release or other form of notice issued or made by or on behalf of the Securities
and Exchange Commuission, or any other governmental agency having jurisdiction
of the subject matter, to the effect that obligations of the general character of the
Bonds, mcluding any or all underlymng arrangements, are not exempt from
registration under or other requirements of the 1933 Act, or that the Ordinance 15
not exempt from qualification under or other requirements of the Trust Indenture
Act, or that the 1ssuance, offering, or sale of obligations of the general character
of the Bonds, including any or all underlying arrangements, as contemplated
hereby or by the Official Statement or otherwise, 1s or would be in violation of the
federal securities laws (as amended and then in effect) or any rule or regulation
promulgated thereunder,

{c) any state blue sky or securiies commussion or other governmental
agency or body n any state 1 which more than 15% of the Bonds have been
offered and sold shall have withheld registration, exemption or clearance of the
offering of the Bonds as described herein, or 1ssued a stop order or similar ruling
relating thereto,

{d)  there shall be 1n force a general suspension of tradmg. minimum or
maximum prices for trading shall have been fixed and be in force or maximum
ranges or prices for securities shall have been required and be 1n force on the New
York Stock Exchange or other national stock exchange whether by virtue of a
determination by such exchange or by order of the Securities and Exchange
Commusston or any other governmental authonty having jurisdiction,

(e) additional matenal restrictions upon trading 1n securities generally
not 1n force as of the date hereof shall have been imposed by the New York Stock
Exchange or by any other national securities exchange or any gnvernmental
authonty having junsdiction. or the New York Stock Exchange, any other
national securities exchange or any governmental authomity having jurisdiction,
shall have imposed as to the Bonds or simtar obligations. any material
restrictions not now n force, or ncrease matenally those now in force. with
respect to the extension of credit by, or the charge to the net capital requirements
of Underwriter or broker-dealers,

{0 a major financial crisis or a matertal disruption in commercial
banking or secunities settlement or clearance services shall have vcourred,

(g} a general banking moratorium declared by federal, State of New
Y ork, or State ¢fficials auvthorized to do so,

ih any amendment to the federal or state Constitutien or action by any
lederal or state court, legislative body, repulatory body, or other authonty
matenally adversely affecting the tax status of the Issuer, its property, mcome
securttics (or mnterest thereon), or the validity or enforceability of the assessments
or the collection of Pledged Revenues to pay the Issuer’s obligatons secured by
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and payable from the Pledged Revenues (mcluding principal of and interest on the
Bonds),

1 any fact or event shail exist or have existed, or information shall
become known which makes untrue in any material respect any matenal
statement or information contained in the Official Statement, or has the effect that
the Official Statement contains any untrue statement of matenal fact or omuits to
state a material fact required to be stated therein or necessary to make the
statements theren, in the light of the circumstances under which they were made,
not misleading,

() there shall have occurred since the date of this Agreement any
matenially adverse change in the eperations or financial condition of the fssuer,

{k)  the United States shall have either become engaged 1n hostilities
that did not exist prior to the date hereof or 1ssued a declarabon of war or a
national emergency, or there shall have occurred a new material outbreak or
escalation of hostihties or a national or mnternational calammty or cnisis, financial
or otherwise,

h there shall have occurred or notice shall have bten given of any
intended downgrading or published negafive change n outlook m the rating
accorded to any of the Issuer's debt obligations that are secured 1n a hke manner
as the Bonds {including the Bonds), and

(m)  the purchase of and payment for the Bonds by the Underwriter, or
the resale of the Bonds by the Underwriter, on the terms and conditions herein
provided shall be prohubited by any applicable law, governmental authority,
board, agency or commission, and such prolibmion 1s not the result of the
Underwriter’s action or non-action

3. Expenses

(a) The Underwriter shall be under no obligation to pay, and the Issuer
shall pay, any expenses ncident to the performance of the Issuer's obhigations
hereunder. meluding, but not lirmited to (1} the cost of preparation and printing of
the Bonds, (1) the fees and disbursements of Bond Counsel and the Issuer's
Financial Advisor, (1) the fees and disbursements of any other attorneys.
engineers, accountants, and other experts. consultants or advisers retained by the
Issuer, {1v) the fees for bond ratings and municipal bond insurance, if any, (v) the
costs of preparing, prninting and maihng the Official Statement, (v1) the fees and
expenses of the Paying Agent/Registrar, (vu) advertising expenses (except any
advertising expenses of the Underwriter as set forth below) (viin) the out-of-
pocket, miscellaneous and closing expenses, including the cost of travel, of the
officers and officials of the Issuer, (1x) the Atterney General’s review fee. and (»)
any other expenses mutually agreed to by the Issuer and the Underwriter to be



reasonably considered expenses of the Isswer which are incident to the
transactions contemplated hereby

(b)  The Underwriter shall pay (1) the cost of preparaton and printing
of this Agreement, the Blue Sky Survey and Legal Investment Memorandum. 1f
any, (i1} all advertising expenses it connection with the pubhc offering of the
Bonds, and (1) all other expenses incurred by them 1n connection with the public
offering of the Bonds, mcluding the fees and disbursements of counsel retamed by
the Underwnter

9. Notices  Any notice or other communication to be given to the Issuer
under this Agreement may be given by delivering the same in writing to City of Austin,
Texas, 700 Lavaca, Suite 1510, Austin, Texas 78701, Attention® Treasurer, and any
notice or other commumcation to be given to the Underwriter under this Agreement may
be given by delivermg the same in wnting to Banc of Amenca LL.C, 700 Louisiana
Street. 7th Floor. Houston, Texas, 77002, Attention Keith Richard

10.  Purties in _Imterest. This Agreement as heretofore specified shail
constitute the entire agreement between us and 1s made solely for the benefit of the Issuer
and the Underwrster (including successors or assigns of the Underwriter) and no other
person shall acquire or have any right hereunder or by virtue hereof This Agreement
may not be assigned by the Issuer All of the Issuer’s representations, warranties and
agreements contamed n this Agreement shall remamn operative and n full force and
effect, regardless of (1) any mvestigations made by or on behalf of any of the
Underwrtter, (11} delivery of and payment for the Bonds pursuant to this Agreement; and
(1) any termination of this Agreement

11.  Effectiveness  This Apreement shall become effective upon the
acceptance hereof by the Issuer and shall be valid and enforceable at the time of such
acceptance

12, Cheice of Law This Agreement shall be governed by and construed in

accordance with the faws of the State of Texas

13, Severabdity If any provision of this Agreement shall be held or deemed
to be or shall, in fact, be nvahd, inoperative or unenforceable as applied n any particular
case 1n any jurtsdiction or jurisdictions, or n 4ll Jurisdictions because 1t conflicts with any
provision or provisicns of any Constitution, statute, rule of public policy, or any other
reason, such circumstances shall not have the effect of rendering the proviston in question
mvald. moperative or unenforceable in any other case or circumstance, or of rendenng
any other proviston or provisions of this Agreement invalid inoperative or unentorceable
to any extent whatever

14.  Buwiness Day For purposes of this Agreement, “business day " means any
day on which (a) the New York Stock Exchange 15 open for trading and (b} the payment
system of the Federal Reserve System 1s operational

[7

HOU 2818501 4



15.  Section Headings. Section headings have been inserted 1 this Agreement
as a matter of convemence of reference only, and 1t 15 agreed that such section headmmgs
are not a part of this Agreement and will not be used in the mterpretation of any

provisiens of this Agreement

16,  Counterparts This Agreemenl may be executed in several counterparts
each of which shall be regarded as an original (with the same effect as 1f the signatures
thereto and hereto were upon the same document) and all of which shall constitute one

and the same document

[Execution Page Follows |
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If you agree with the foregomng, please sign the enclosed counterpart of this
Agreement and return 1t to the Underwniter This Agreement shall become a binding
agreement between the Issuer and the Underwniter when at least the counterpart of this
letter shall have been signed by or on behalf of each of the partses hereto.

Respectfully submitted,

BANC OF AMERICA SECURITIES LLC

By

Name

Title

ACCEPTED and agreed to as of the date first written above
CITY OF AUSTIN, TEXAS
By

Name
Title

[Execution Page|
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Exhibit G
to
Ordinance

DESCRIPTION OF ANNUAL FINANCIAL INFORMATION
The following information ts referred to in Article 11 of thus Ordinance.

Annual Financial Statements and Operating Data

The financial information and operating data with respect to the City to be
provided annually in accordance with such Article are as specified (and included in
the Appendix or under the headings of the Offictal Statement referred to) below:

1.  The financial statements of the City appended to the
Official Statement as Appendix B, but for the most recently concluded
fiscal year

2 The information under the numbered tables.
Accounting Principles

The accounting principles referred to n such Article are the generally accepted
accounting principles as applicable to governmental umts as prescribed by The
Government Accounting Standards Board.
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July 24, 2008

EXHIBIT H
FORM OF BOND IN DAILY OR WEEKLY MODE
REGISTERED REGISTERED
NO. [TR-1] — rutial Bond $
[R-1] — Deftritive Bond
UNITED STATES OF AMERICA
STATE OF TEXAS
CITY OF AUSTIN, TEXAS
HOTEL OCCUPANCY TAX SUBORDINATE LIEN VARIABLE RATE
REVENUE REFUNDING BOND,
SERIES 2008
Subseries [A][B]

Dated Date  August 14, 2008

Holder. [Morgan Keegan & Company, Inc ] — frutial Bond — Subseries 20084
[Banc of America Secunties LLC] - Imitial Bond — Subseries 2008B
[CEDE & COJ} - Defimtive Bond of both subseries

Principal Amount.

Interest Rate Variable Rate

As heremafter described, under certam circumstances on certan dates this Bond 1s
required to be tendered for purchase to the Tender Agent at a price equal to 100%5
of the principal amount hereof plus. if such date is not an Interest Payment Date,
mterest accrued and unpard hereon to but not cludmg the date of such tender
The Holder hereof who s required to tender this Bond for purchase shall be
entitled solely to the payment of such purchase price and shall not be entitled to
the pavment of any prmcipal hereof or any mterest accrued hereon on or after
such date

The City of Austin (heremalter referred to as the “City”). a body corporate and
municipal corporation in the Counties of Iravis and Wilhamsen, State of Texas,
for value received, hereby promises to pay to the Holder named above, or the
registered assigns thereof, solely from the revenues heremnafier identified. the
Principal Amount hereinabove stated on November 15, 2029 (or so much thereof
as shall not have been prepaird prior to maturity) and to pay nterest at the per
annum rate or rates determined and established in accordance with the Ordinance
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referred to below on the unpaid portion thereof from the date of issuance of this
Bond, and such accrued interest shall be due and payable on each Interest Payment
Date. Terms not otherwise defined herein shall have the meanings set forth in the
Ordinance To the extent of any conflict between the terms of this Bond and the
Ordinance, the provisions of the Ordinance shall supersede the terms of this Bond.

From the date of issuance to but not including August 21, 2008 (the “Initial
Period™), this Bond shall bear interest at the rate determined in connection with the
initial sale and delivery of this Bond. After the Initial Period, this Bond shall bear
interest at the Weekly Rate, as determined in accordance with the Ordinance At
no time shall this Bond bear interest at a rate higher the Maximum Rate. If this
Bond or any portion of the principal amount hereof becomes a Liquidity Provider
Bond, it shall bear interest at the Liquidity Provider Interest Rate.

Interest during the Initial Period and while this Bond bears interest at a Daily Rate
or Weekly Rate shall be calculated on the basis of a 365/366 day year for the actual
number of days elapsed, all as determined in accordance with the Ordinance

The interest rate on this Bond may, in accordance with the terms of the Ordinance,
be converted to bear interest at a Daily Rate, a different Weekly Rate, a
Commercial Paper Rate, an Auction Rate. a Term Rate. or a Fixed Rate, all 1n
accordance with the Ordinance. When a change in interest rate to a Daily Rate, an
Auction Rate, Commercial Paper Rate, Term Rate or Fixed Rate is to occur, this
Bond shall be subject to mandatory tender as described herem and in the
Ordinance.

The interest so payable, and punctually paid or duly provided for, on any Interest
Payment Date will, as provided in the Ordinance, be paid to the Person whose
name appears on the Security Register (the “Holder™) at the close of business on
the applicable Record Date  Such interest shall be paid by the Paymng
Agent/Registrar (1) by check sent by United States mail, first class postage prepaid,
to the address of the Holder recorded in the Security Register, or (i1} by such other
method, acceptable to the Paying Agent/Registrar, requested in writing by, and at
the risk and expense of, the Holder

In the event of a non-payment of interest on a scheduled payment date. and for
thirty (30) days thereafter, a new record date for such interest payment (a “Special
Record Date™) will be established by the Paying Agent/Registrar, if and when
funds for the payment of such interest have been recerved from the City Notice of
the Special Record Date and of the scheduled payment date of the past due interest
(which shall be 15 days after the Special Record Date) shall be sent at least five (5)
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business days prior to the Special Record Date by United States Mail, first class
postage prepaid, to the address of each Holder appearing on the Security Register
at the close of business on the last business day next preceding the date of mailing
of such notice.

Principal of and premium, 1f any, on this Bond shall be payable at 1its Stated
Maturity, or earlier redemption, only upon presentation and surrender of this Bond
to the Paying Agent/Registrar at its designated offices, 1nitially in New York, New
York (the “Designated Payment/Transfer Office”).

All payments of principal of, premium, if any, and interest on this Bond shall be
without exchange or collection charges to the Holder hereof and in any coin or
currency of the United States of America which at the time of payment 1s legal
tender for the payment of public and private debts.

The Paying Agent/Registrar and the Tender Agent initially appointed with respect
to this Bond 1s Deutsche Bank Trust Company Americas, in the City of New York,
New York.

If the specified date for any payment hereon shall be a day other than a Business
Day, then such payment need not be made on such day but may be paid on the next
succeeding Business Day with the same force and effect as 1f made on the date of
payment

“Business Day" as used herein means any day other than (a) a Saturday or Sunday,
(b) a day on which banks located 1n the cities in which the designated office of any
of the Tender Agent, the Remarketing Agent, the Paying Agent/Registrar, the
Credit Provider or the Liquidity Provider is located are required or authorized by
law or executive order to closed. (c) a day on which the New York Stock Exchange
1s closed, or (d) a day on which the payment system of the Federal Reserve System
15 not operational.

This Bond 1s one of the subserics specified in 1its litle 1ssued 1n the aggregate
principal amount of $§ (herein referred to as the "Bonds”) for the
purpose of refinancing and refunding certam outstandmg obligations of the City, in
conformity with the Constitution and laws of the State of Texas, including
VTC A, Government Code, Chapters 1207 and 1371, and Vemnon's Texas Code
Annotated, Local Government Code, Chapter 334, and pursuant to Ordinance No.
20080724-101 adopted by the Cny Council of the City (the “Ordinance™ which
term includes Appendix A thereto and a Pricing Certificate executed pursuant
thereto)
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The Bonds are subject to mandatory redemption prior to maturity with funds on
deposit in the Bond Fund established and maintained for the payment thereof in the
Ordinance, and shall be redeemed in part prior to maturity at the price of par and
accrued interest thereon to the date of redemption, and without premium, as
follows:

Redemption Date Principal Amount

November 15, 2009
November 15, 2010
November 15, 2011
November 15, 2012
November 15, 2013
November 15, 2014
November 15, 2015
November 15, 2016
November 15, 2017
November 15, 2018
November 15, 2019
November 15, 2020
November 135, 2021
November 15, 2022
November 15, 2023
November 15, 2024
November 13, 2025
November 15, 2026
November 15, 2027
November 15, 2028
November 15. 2029 (maturity}

The Paying Agent/Registrar shall select by lot the numbers of the Bonds to be
redeemed on the next following November 15, 1n accordance with the Ordinance,
provided, however, that the principal amount of the Bonds required to be redeemed
pursuant to the operation of such mandatory redemption provisions may be
reduced, at the option of the City, by the principal amount of Bonds which. at least
50 days prior to the mandatory redemiption date, (1) shall have been acquired by the
Crty at a price not exceeding the principal amount of such Bonds plus accrued
interest to the date of purchase thereof, and delivered to the Paying Agent/Registrar
for cancellation or (iu)shall have been redecmed pursuant to the optional
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redemption provisions described below and not theretofore credited against a
mandatory redemption requirement.

While this Bond bears interest at a Daily Rate or a Weekly Rate, 1t is subject to
optional redemption in whole or in part, on any Business Day, at a redemption
price equal to the principal amount thereof, plus unpaid accrued interest from the
Closing Date or the most recent interest payment date to the Redemption Date.

At Jeast fifteen days prior to a redemption date for the Bonds. the City shall cause a
notice of redemption to be sent by United States Mail, first class postage prepaid,
in the name of the City and at the City’s expense, to each Holder of a Bond to be
redeemed in whole or in part at the address of the Holder appearing on the Security
Register at the close of business on the Business Day next preceding the date of
mailing such notice, and any notice of redemption so mailed shall be conclusively
presumed to have been duly grven 1respective of whether received by the Holder

In the event a portion of the principal amount of a Bond is to be redeemed,
payment of the redemption price of such principal amount shall be made to the
Holder only upon presentation and surrender of such Bond to the Designated
Payment/Transfer Office of the Paying Agent/Registrar, and a new Bond or Bonds
of like subseries, of like maturity and interest rate in any authorized denominations
provided by the Ordinance for the then unredeemed balance of the principal sum
thercof will be 1ssued to the Holder, without charge. If a Bond 15 selected for
redemption, in whole or 1n part, the City and the Paying Agent/Registrar shall not
be required to transfer such Bond to an assignee of the Holder within 45 days of
the redemption date therefor, provided, however, such limitation on transferability
shall not be applicable to an exchange by the Holder of the unredeemed balance of
a Bond redeemed 1n part.

So long as this Bond 15 1n a Daily Mode or a Weekly Mode and a Liquidity Facility
1s in effect, the Holder hereof may elect to have this Bond purchased on any
Business Day at a price equal to the Purchase Price, upon delivery to the Tender
Agent and Remarketing Agent of an irevocable notice submitted by Electronic
Means; promptly confirmed in writing by such Owner, delivered by tclecopier by
11 00 a m . for Daily Mode, and 4 00 p m for Weekly Mode

This Bond 1s subject to mandatory tender by the Holder hereof upon the happening
of certain events or occurrences in the Ordinance. When a mandatory tender 1s to
occur, a mandatory tender notice 1s required to be given 1n accordance with the
Ordinance to the Holders of all the Bonds then cutstanding and the Bonds shall be
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subject to mandatory tender for purchase at a purchase price equal to the principal
thereof and unpaid accrued nterest to the Mandatory Purchase Date

The City has entered into a Reimbursement Agreement, dated as of August 1, 2008
(the “Initral Reimbursement Agreement”), with Dexia Credit Local, acting though
its New York Branch {the “Initial Liquidity Provider”), pursuant to which the
Initial Liquidity Provider will advance 1ts own funds under a direct pay letter of
credit (the “Initial Letter of Credit™} to purchase for its own account Bonds
tendered or deemed tendered pursuant to the provisions in the Ordinance, except to
the extent such tendered Bonds are purchased with remarketing proceeds as
described in the Ordinance. The Initial Reimbursement Agreement entitles the
Paying Agent/Registrar to draw an amount sufficient to pay the principal of the
Bonds plus up to 35 days’ interest thereon at 12.00% per annum As described in
the Ordinance, the City may replace the Initial Liqmdity Provider with another
Alternate Liquidity Facility, pursuant to which the City is obligated to reimburse
the Initial Liquidity Provider for all drawimgs made under the Initial Letter of
Credit The Imtial Letter of Credit expires on [August 14, 2011}, unless extended
or carlier terminated in accordance with the provisions of the Initial
Reimbursement Agreement,

The Bonds are special obligations of the City payable solely from and, together
with the other Parity Obligations executed and delivered in connection with the
issuance of the Bonds, equally and ratably secured by a subordinate parity lien on
and pledge of, the Pledged Revenues n the manner provided in the Ordinance
Additionally, the Bonds shall be equally and ratably secured by a Jien on the funds,
if any, deposited to the credit of the Bond Fund and the Reserve Fund in
accordance with the terms of the Ordinance The Bonds do not constitute a legal
or equitable pledge, charge, lien or encumbrance upon any property of the City,
except with respect to the Pledged Revenues  The holder hereof shall never have
the right to demand payment of this obligation out of any funds raised or to be
raised by taxation

Subject to satisfying the terms and conditions prescribed therefor. the City has
reserved the right to issue additional revenue obligations payable from and equaily
and ratably secured by a panty lien or subordinate lien on and pledge of the
Pledged Revenues, in the same manner and to the same extent as the Bonds.

Reference 15 hereby made to the Ordinance, copies of which are on file with the
Paying Agent/Registrar, and to all of the provisions of which the Helder by the
acceptance hereot hereby assents, for definitions of terms; the description of and
the nature and extent of the security for the Bonds. the Pledged Revenues, the
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nature and extent and manner of enforcement of the lien and pledge securing the
payment of the Bonds; the terms and conditions for the issuance of additional
revenue obligations, the terms and conditions relating to the transfer or exchange
of this Bond; the conditions upon which the Ordinance may be amended or
supplemented with or without the consent of the Holders; the rights, duties, and
obligations of the City and the Paying Agent/Registrar; the terms and provisions
upon which the liens, pledges, charges and covenants made therein may be
discharged at or prior to the maturity of this Bond, and this Bond:deemed to be no
longer Outstanding thereunder; and for the other terms and provisions contained
therein.

This Bond, subject to certain hmitations contained in the Ordinance, may be
transferred on the Security Register only upon its presentation and surrender at the
Designated Payment/Transfer Office of the Paying Agent/Registrar, with the
Assignment hercon duly endorsed by, or accompanied by a written instrument of
transfer in form satisfactory to the Paying Agent/Registrar duly executed by, the
Holder hereof, or his duly authorized agent. When a transfer on the Security
Register occurs, one or more new fully registered Bonds of the same Stated
Maturity, of authorized denominations, bearing the same rate of interest, and of the
same aggregate principal amount will be 1ssued by the Paying Agent/Registrar to
the designated transferee or transferees

It is hereby certified. recited. represented and covenanted that the City 1s a duly
organized and legally existing municipal corporation under and by virtue of the
Constitution and laws of the State of Texas, that the 1ssuance of the Bonds 1s duly
authonzed by law, that all acts, conditions and things required to exist and be done
precedent to and n the issuance of the Bonds to render the same lawful and vahd
obhgations of the City have been properly done, have happened and have been
performed in regular and dve time. form and manner as required by the
Constitution and laws of the State of Texas, and the Ordinance, that the Bonds do
not exceed any constitutional or statutory Itmitation, and that due provision has
been made for the payment of the principal of and mterest on the Bonds by a
pledge of the Pledged Revenues as aforestated In case any provision in this Bond
or any application thereof shall be invald, illegal, or unenforceable, the validity,
legality, and enforceability of the remaining provisions and applications shall not
in any way be affected or impaired thereby The terms and provisions of this Bond
and the Ordinance shall be construcd 1n accordance with and shall be governed by
the laws of the State of Texas.
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IN WITNESS WHEREOF, the City Council of the City has caused this Bond to be
duly executed under the official seal of the City

CITY OF AUSTIN, TEXAS

Will Wynn, Mayor
COUNTERSIGNED.

Shirley A Gentry, City Clerk

(SEAL)
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{For Imtial Bond Only]

REGISTRATION CERTIFICATE OF
COMPTROLLER OF PUBLIC ACCOUNTS

OFFICE OF THE COMPTROLLER )

OF PUBLIC ACCOUNTS ) REGISTER NO.
)
THE STATE OF TEXAS )

I HEREBY CERTIFY that this Bond has been examined, certified as to
validity and approved by the Attorney General of the State of Texas, and
registered by the Comptroller of Public Accounts of the State of Texas.

WITNESS my signature and seal of office this

Comptroller of Public Accounts
of the State of Texas

(SEAL)
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[For Defimitive Bonds only]
REGISTRATION CERTIFICATE OF PAYING AGENT/REGISTRAR

This Bond has been 1ssued and registered in the name of the Registered Owner
shown above under the provisions of the within-mentioned Ordinance, the bond or
bonds of the above entitled and designated series onginally delivered having been
approved by the Attorney General of the State of Texas and registered by the
Comptroller of Public Accounts, as shown by the records of the Paying
Agent/Registrar

The designated offices of the Paying Agent/Registrar in New York, New York is
the “Designated Payment/Transfer Office” for this Bond.

DEUTSCHE BANK TRUST
COMPANY AMERICAS,
New York, New York,

as Paying Agent/Registrar

Registration Date

By

Authonzed Signature
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ASSIGNMENT

FOR VALUE RECEIVED the undersigned hereby sells, assigns, and transfers
unto (Pnint or typewrite name, address, and zip code of transferee)

(Social Security or other identifying number: )
the within Bond and all rights thereunder, and hereby irrevocably constitutes and
appoints attorney to transfer the

within Bond on the books kept for registration thereof, with full power of
substitution 1n the premises.

DATED:

NOTICE: The signature on this
assignment must correspond with
Signature guaranteed: the name of the registered owner as
it appears on the face of the within
Bond in every particular,
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Exhibit I
to
Ordinance

FORM OF AUCTION RATE MODE
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July 24, 2008

EXHIBIT I
FORM OF AUCTION RATE MODE BOND
REGISTERED REGISTERED
NO R- 3l ]
UNITED STATES OF AMERICA
STATE OF TEXAS
CITY OF AUSTIN, TEXAS,
HOTEL OCCUPANCY TAX SUBORDINATE LIEN AUCTION RATE
REVENUE REFUNDING BOND
SERIES 2008
SUBSERIES [A][B]

Dated Date, August 14, 2008
Holder [CEDE & CO.}
Principal Amount.

Interest Rate Variable Rate

As herematter described, under certain circumstances on certain dates this Bond 1s
required to be tendered for purchase to the Tender Agent at a price equal to 100%%
of the principal amount hereof plus. if such date 1s not an Interest Payment Date,
mterest accrued and unpaid hereon to but not cludmg the date of such tender
The Holder hereof who 1s requured to tender this Bond for purchase shall be
entitled solely to the payment of such purchase price und shall not be entitled to
the payment of any principal hereof or any interest accrued hereon on or after
stuch date

The City of Austin (heremnafler referred to as the “City™)., a body corporate and
municipal corporation in the Counties of Travis and Wilhamson, State of Texas,
for value recerved, hereby promises to pay to the order of the Holder named above,
or the registered assigns thereof, solely from the revenues heremafter identified,
the Principal Amount hercinabove stated on November 15, 2029 (or so much
thereof as shall not have been prepard prior to maturity) and to pay interest at the
per annum rate or rates determined and estabbished in accordance with the
Ordinance referred to below on the unpaid portion thereof from the date of
issuance of this Bond, and such accrued interest shall be due and payable on each
Interest Payment Date  Terms not otherwise defined herein shall have the
meanings set forth in the Ordimance. To the extent of any conflict between the
terms of this Bond and the Ordinance the provisions of the Ordinance shall
supersede the terms of this Bond
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From the date on which the interest rate on this Bond was converted to an Auction
Rate (or, if later, most recent date to which interest has been paid), this Bond shall
bear interest at the Auction Rate as determined 1n accordance with the Ordinance.
At no time shall this Bond bear interest at a rate higher the Maximum Rate.

When an Auction Mode 1s in effect and the Auction Period is 180 days or less,
interest shall be calculated on the basis of a 360 day year for the actual days
elapsed. When an Auction Mode 1s in effect and the Auction Period is greater than
180 days, interest on Bonds shall be calculated on the basis of a 360 day year of
twelve 30 day months

The 1nterest rate on this Bond may, in accordance with the terms of the Ordinance,
be converted to bear interest at a Daily Rate, a Weekly Rate, a Commercial Paper
Rate, a Term Rate, or a Fixed Rate, all in accordance with the Ordinance When a
such a change in interest rate is to occur. this Bond shall be subject to mandatory
tender as described herein and in the Ordinance

The interest so payable, and punctually paid or duly provided for, on any Interest
Payment Date will, as provided in the Ordinance., be paid to the Person whose
name appears on the Secunty Register (the “Holder”) at the close of business on
the applcable Record Date. Such interest shall be paid by the Paying
Agent/Registrar (i) by check sent by United States mail, first class postage prepaid,
to the address of the Holder recorded mn the Security Register, or (1) by such other
method, acceptable to the Paying Agent/Registrar, requested in writing by, and at
the risk and expense of, the Holder

In the event of a non-payment of interest on a Record Date, and for thirty (30) days
thereafter, a new record date for such interest payment (a “Special Record Date™)
will be established by the Paying Agent/Registrar, if and when funds for the
payment of such interest have been received from the City. Notice of the Special
Record Date and of the scheduled payment date of the past due interest (which
shall be 15 days after the Special Record Date) shall be sent at least five (5)
business days prior to the Special Record Date by Umted States Mail, first class
postage prepaid, to the address of each Holder appearing on the Secunty Register
at the close of business on the last business day next preceding the date of mailing
of such notice

Principal of and premium, il any, on this Bond shall be payable at its Stated
Maturity, or earher redemption, only upon presentation and surrender of this Bond
to the Paying Agent/Registrar at its designated offices, mtially in New York, New
York (the “Designated Payment/Transfer Office”)
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All payments of principal of, premium, if any, and mterest on this Bond shall be
without exchange or collection charges to the Holder hereof and in any coin or
currency of the United States of America which at the time of payment is legal
tender for the payment of public and private debts

[Note. Change if Payving Agent/Registrar or the Tender Agent changes at
conversion to the Auction Rate Mode] The Paying Agent/Registrar and the Tender
Agent initially appointed with respect to this Bond is Deutsche Bank Trust
Company Americas, in the City of New York, New York.

If the specified date for any payment hereon shall be a day other than a Business
Day, then such payment need not be made on such day but may be paid on the next
succeeding Business Day with the same force and effect as if made on the date of
payment.

"Business Day" as used herein means any day other than (a) a Saturday or Sunday,
(b) a day on which banks located in the cities in which the designated office of any
of the Tender Agent, the Remarketing Agent, the Paying Agent/Registrar, the
Credit Provider or the Liquidity Provider 1s located are required or authorized by
law or executive order to closed, (¢) a day on which the New York Stock Exchange
is closed, or (d) a day on which the payment system of the Federal Reserve System
is not operational

This Bond is one of the subseries specified in 1ts title 1ssued 1n the aggregate
principal amount of $ (herein referred to as the “Bonds™) for the
purpose of refinancing and refunding certain outstanding obligations of the City, in
conformity with the Constitution and laws of the State of Texas, including
V.T.C.A., Government Code, Chapters 1207 and 1371, and Vernon’s Texas Code
Annotated, Local Government Code, Chapter 334, and pursuant to Ordinance No.
20080724-101 adopted by the City Council of the City (the “Ordinance” which
term includes Appendix A thereto and a Pricing Certificate executed pursuant
thereto).

The Bonds are subject to mandatory redemption prior to maturity with funds on
deposit 1n the Bond Fund established and maintained for the payment thereof in the
Ordinance, and shall be redeemed in part prior to maturity at the price of par and
accrued 1nterest thercon to the date of redemption, and without premium. as
follows
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Redemption Date Principal Amount

November 15, 2009
November 15, 2010
November 15, 2011
November 15, 2012
November 15, 2013
November 15, 2014
November 15, 2015
November 15, 2016
November 15, 2017
November 15,2018
November 15, 2019
November 15, 2020
November 15, 2021
November 15, 2022
November 15, 2023
November 15, 2024
November 15, 2025
November 15, 2026
November 15, 2027
November 15, 2028
November 15, 2029 (maturity)

The Paying Agent/Registrar shall select by lot the numbers of the Bonds to be
redeemed on the next following November 15, in accordance with the Ordinance,
provided, however, that the principal amount of the Bonds required to be redeemed
pursuant to the operation of such mandatory redemption provisions may be
reduced. at the option of the City, by the principal amount of Bonds which, at least
50 days prior to the mandatory redemption date, (1) shall have been acquired by the
City at a price not excceding the principal amount of such Bonds plus accrued
interest to the date of purchase thereof, and delivered to the Paying Agent/Registrar
for cancellation or (i1)shall have been redeemcd pursuant to the optional
redemption provisions described below and not therétofore credited against a
mandatory redemption requirement

While this Bond bears interest at an Auction Rate, 1t 1s subject to optional
redemption 1n whole or in part, in Authorization Denominations, at a redemption
price equal to the principal amount thereof, premium, if any, plus unpaid accrued
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interest, if any, to the redemption date, on the Interest Payment Date immediately
following the end of the Auction Period, provided, however, that for a partial
redemption of this Bond, the aggregate principal amount of this Bond which will
remain outstanding shall be equal to or more than $10,000,000 unless otherwise
consented to by each Broker-Dealer.

At least fifteen days prior to a redemption date for the Bonds, the City shall cause a
notice of redemption to be sent by United States Mail, first class postage prepaid,
i the name of the City and at the City’s expense, to each Holder of a Bond to be
redeemed in whole or in part at the address of the Holder appearing on the Security
Register at the close of business on the Business Day next preceding the date of
matiling such notice, and any notice of redemption so mailed shall be conclusively
presumed to have been duly given irrespective of whether received by the Holder

In the event a portion of the principal amount of a Bond 1s to be redeemed,
payment of the redemption price of such principal amount shall be made to the
Holder only upon presentation and surrender of such Bond to the Designated
Payment/Transfer Office of the Paying Agent/Registrar, and a new Bond or Bonds
of like subseries, of like maturity and interest rate in any authorized denominations
provided by the Ordinance for the then unredeemed balance of the principal sum
thereof will be issued to the Holder, without charge. If a Bond 1s selected for
redemption, in whole or n part, the City and the Paying Agent/Registrar shall not
be required to transfer such Bond to an assignee of the Holder within 45 days of
the redemption date therefor, provided, however, such hmitation on transferability
shall not be applicable to an exchange by the Holder of the unredeemed balance of
a Bond redeemed in part,

This Bond is subject to mandatory tender by the Holder hereof upon the happening
of certain events or occurrences 1n the Ordinance. When a mandatory tender is to
occur, a Mandatory Tender Notice 1s required to be given to the Holders of all the
Bonds then outstanding and the Bonds shall be subject to mandatory tender for
purchase at a purchase price equal to the principal thereof and unpaid accrued
interest to the Mandatory Tender Date

[Insert description of Liquidity Facility, 1f any]

The Bonds are special obligations of the City payable solely from and, together
with the other Parity Obligations executed and delivered in connection with the
1ssuance of the Bonds, equally and ratably secured by a subordinate panty lien on
and pledge of, the Pledged Revenues in the manner provided in the Ordinance
Additionally, the Bonds shal] be equally and ratably secured by a lien on the funds,
if any, deposited to the credit of the Bond Fund and the Reserve Fund in
accordance with the terms of the Ordinance. The Bonds do not constitute a legal
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or equitable pledge, charge, lien or encumbrance upon any property of the City,
except with respect to the Pledged Revenues. The holder hereof shall never have
the right to demand payment of this obligation out of any funds raised or to be
raised by taxation.

Subject to satisfying the terms and conditions prescribed therefor, the City has
reserved the right to 1ssue additional revenue obligations payable from and equally
and ratably secured by a parity lien or subordinate lien on and pledge of the
Pledged Revenues, in the same manner and to the same extent as the Bonds.

Reference 1s hereby made to the Ordinance, a copy of which is on file with the
Paying Agent/Registrar, and to all of the provisions of which the Holder by the
acceptance hereof hereby assents, for definitions of terms; the description of and
the nature and extent of the secunty for the Bonds; the nature and extent and
manner of enforcement of the lien and pledge securing the payment of the Bonds;
the terms and conditions for the issuance of additional revenue obligations; the
terms and conditions relating to the transfer or exchange of this Bond, the
conditions upon which the Ordinance may be amended or supplemented with or
without the consent of the Holders; the nights, duties, and obligations of the City
and the Paying Agent/Registrar, the terms and provisions upon which the hens,
pledges, charges and covenants made therein may be discharged at or prior to the
maturity of this Bond, and this Bond deemed to be no longer Outstanding
thereunder, and for the other terms and provisions contained theren,

This Bend, subject to certain limitations contamed in the Ordmance, may be
transferred on the Security Register only upon its presentation and surrender at the
Designated Payment/Transfer Office of the Paying Agent/Registrar, with the
Assignment hereon duly endorsed by, or accompanicd by a written instrument of
transfer 1in form satisfactory to the Paying Agent/Registrar duly executed by, the
Holder hereof, or his duly authorized agent. When a transfer on the Security
Register occurs, one or more new fully registered Bonds of the same Stated
Maturity, of authorized denominations, bearing the same rate of interest, and of the
same aggregate principal amount will be 1ssued by the Paying Agent/Registrar to
the designated transferce or transferees.

It 1s hereby certified, recited, represented and covenanted that the City is a duly
organized and legally existing municipal corporation under and by virtue of the
Constitution and laws of the State of Texas; that the 1ssuance of the Bonds 1s duly
authorized by law; that all acts, conditions and things required to exist and be done
precedent to and in the 1ssuance of the Bonds to render the same lawful and valid
obhgations of the City have been properly done, have happened and have been
performed in regular and due time, form and manner as requred by the
Constitution and laws of the State of Texas, and the Ordinance, that the Bonds do
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not exceed any constitutional or statutory limitation; and that due provision has
been made for the payment of the principal of and interest on the Bonds by a
pledge of the Pledged Revenues as aforestated. In case any provision m this Bond
or any application thereof shall be invalid, illegal, or unenforceable, the validity,
legality, and enforceabihity of the remaiming provisions and applications shall not
In any way be affected or impaired thereby The terms and provisions of this Bond
and the Ordinance shall be construed in accordance with and shall be governed by
the laws of the State of Texas
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IN WITNESS WHEREOF, the City Council of the City has caused this Bond to be
duly executed under the official seal of the City as of the Dated Date.

CITY OF AUSTIN, TEXAS

Will Wynn, Mayor
COUNTERSIGNED

Shirley A Gentry, City Clerk

(SEAL)

30248887 /10801246 I-§



(For Imtial Bond Only]

REGISTRATION CERTIFICATE OF
COMPTROLLER OF PUBLIC ACCOUNTS

OFFICE OF THE COMPTROLLER )

OF PUBLIC ACCOUNTS ) REGISTER NO
)

THE STATE OF TEXAS )

I HEREBY CERTIFY that this Bond has been examuned, certified as to
validity and approved by the Attorney General of the State of Texas, and registered
by the Comptroller of Public Accounts of the State of Texas.

WITNESS my signature and seal of office this

Comptroller of Public Accounts
of the State of Texas

(SEAL)
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[For Definurve Bonds only]

REGISTRATION CERTIFICATE OF PAYING AGENT/REGISTRAR

This Bond has been issued and registered in the name of the Registered Owner
shown above under the provisions of the within-mentioned Ordinance, the bond or
bonds of the above entitled and designated series originally delivered having been
approved by the Attorney General of the State of Texas and registered by the
Comptroller of Public Accounts, as shown by the records of the Paying
Agent/Registrar.

The designated offices of the Paying Agent/Registrar in New York, New York is
the “Designated Payment/Transfer Office” for this Bond

DEUTSCHE BANK TRUST
COMPANY AMERICAS.
New York, New York,

as Paying Agent/Registrar

Registration Date

By:

Authornized Signature
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ASSIGNMENT

FOR VALUE RECEIVED the undersigned hereby sells, assigns, and transfers unto
(Print or typewnte name, address, and zip code of transferee)

(Social Secunty or other identifying number. )
the within Bond and all rights thereunder, and hereby irrevocably constitutes and
appoints attorney to transfer the

within Bond on the books kept for registration thereof, with full power of
substitution mn the premises

DATEDr

NOTICE. The signature on this
asstgnment must correspond with
Signature guaranteed. the name of the registered owner as
it appears on the face of the within
Bond in every particular
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Exhibit J
to
Ordinance

FORM OF TERM RATE MODE OR FIXED RATE MODE BOND
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July 24, 2008

EXHIBIT J
FORM OF BOND IN [COMMERCIAL PAPER] [TERM] [FIXED] MODE
REGISTERED REGISTERED
NO.R- 3 ]
UNITED STATES OF AMERICA
STATE OF TEXAS
CITY OF AUSTIN, TEXAS

HOTEL OCCUPANCY TAX SUBORDINATE LIEN
[COMMERCIAL PAPER] [TERM] [FIXED} RATE
REVENUE REFUNDING BOND,

SERIES 2008
Subseries [A][B]

Dated Date August 14, 2008
Holder. [CEDE & CO]

Principal Amount

AN}
o

Interest Rate.

[Note This paragraph 1s for Commercial Paper Bonds and Term Rate Bonds only]
As hereinafier described, under certain circumstances on certuin dates this Bond 1s
required to be tendered for purchase to the Tender Agent at a price equal to 100%
of the principal amount hereof plus, if such date 1s not an Interest Pavment Date,
wterest accrued and wipard hereon to but not mcluding the date of such tender
The Holder hereof who s required to tender this Bond for purchase shall be
entitled solely to the payment of such purchase price and shall not be entitled tv the
payment of any principal hereof or any mterest accrued hereon on or after such
date

The City of Austin (hereinafter referred to as the “City™), a body corperate and
municipal corporation 1n the Counties of Travis and Wilhamson, State of Texas, for
value received, hereby promises to pay to the order of the Holder named above, or
the registered assigns thereof, solely from the revenues hereinafter identified, the
Principal Amount hereinabove stated on November 15, 2029 (or so much thereof
as shall not have been prepaid prior to maturity) and to pay interest at the per
annum rate or rates determined and cstablished in accordance with the Ordinance
referred to below on the unpaid portion thereof from the date of 1ssuance of this
Bond, and such accrued mterest shall be due and payable on fthe] feach] Interest
Payment Date Terms not otherwise defined herein shall have the meanings set
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forth in the Ordinance. To the extent of any conflict between the terms of this
Bond and the Ordinance, the provisions of the Ordinance shall supersede the terms
of this Bond. /Note: Use “the” Interest Payment Date for Commercial Paper Rate
Bonds and “each" Interest Payment Date for Term Rate Bonds and Fixed Rate

Bonds |

This Bond shall bear interest at the [Commercial Paper] [Term] [Fixed] Rate, as
determined in accordance with the Ordinance At no time shall this Bond bear
interest at a rate higher the Maximum Rate. [If this Bond or any portion of the
principal amount hereof becomes a Liquidity Provider Bond, 1t shall bear interest
at the Liquidity Provider Interest Rate.]

Interest during the [Commercial Paper Rate] [Term Ratef [Fixed Rate] Period
shall be calculated on the basis of a [Note For Commercial Paper Rate Period.
365/366 day year for the actual number of days elapsed] {Note For Term Rate
Period or Fixed Rate Period: 360 day year comprised of twelve 30-day months],
all as determined 1n accordance with the Ordinance

The interest rate on this Bond may. in accordance with the terms of the Ordinance,
be converted to bear interest at a Daily Rate, a Weekly Rate, fa Commercial Paper
Rate,] [a Term Rate,] [a Fixed Rate,] or an Auction Rate, all 1n accordance with
the Ordinance When a change in interest rate to a [Daily Rate,] [Weekly Rate,]
[Firxed Rate,] [Commercial Paper Rate,f {Term Ratef or Auction Rate is to occur,
this Bond shall be subject to mandatory tender as described herein and in the
Ordmance. [Note Delete reference to the current Rate |

The interest so payable, and punctually patd or duly provided for, on fthe] fany]
Interest Payment Date will, as provided 1n the Ordinance, be paid to the Person
whose name appears on the Security Register (the “Holder™) at the close of
business on the apphcable Record Date. Such interest shall be paid by the Paying
Agent/Registrar (1) by check sent by United States mauil, first class postage prepaid,
to the address of the Holder recorded in the Security Register, or (11) by such other
method, acceptable to the Paying Agent/Registrar, requested in writing by, and at
the nsk and expense of, the Holder [Note Use "the” Interest Payment Date for
Commercial Paper Rate Bonds and “anv" Interest Payment Date for Term Rate
Bonds and Fixed Rate Bonds ]

[Note Delete this paragraph for Bonds m the Commercial Paper | In the event of
a non-payment of interest on a scheduled payment date, and for thirty (30) days
thereafter, 2 new record date for such interest payment {a “Special Record Date™)
will be established by the Paying Agent/Registrar, it and when funds for the
payment of such interest have been recerved from the City Notice of the Special
Record Date and of the scheduled payment date of the past due interest {which
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shall be fifteen (15)days after the Special Record Date) shall be sent at least
five (5) business days prior to the Special Record Date by United States Maul, first
class postage prepaid, to the address of each Holder appearing on the Security
Register at the close of business on the last bustness day next preceding the date of
mailing of such notice. [Note for Term Rate Mode add provided, however, such
paragraph shall not be applicable on a Purchase Date |

Principal of and premium, if any, on this Bond shall be payable at its Stated
Matunty, or earlier redemption, only upon presentation and surrender of this Bond
to the Paying Agent/Registrar at its designated offices, imtially 1n New York, New
York (the “Designated Payment/Transfer Office™).

All payments of principal of, premium, if any, and interest on this Bond shall be
without exchange or collection charges to the Holder hereof and in any coin or
currency of the United States of America which at the time of payment is legal
tender for the payment of public and private debts

[Note Change if Paying Agent/Registrar or the Iender Agent changes at
converston to Commercial Paper Mode, Term Mode, or Fixed Mode] The Paying
Agent/Registrar and the Tender Agent nitially appowmted with respect to this Bond
15 Deutsche Bank Trust Company Americas, 1 the City of New York, New York.

If the specified date for any payment hereon shall be a day other than a Business
Day, then such payment need not be made on such day but may be paid on the next
succeeding Business Day with the same force and effect as if made on the date of

payment

"Business Day" as used herein means any day other than (a) a Saturday or Sunday,
(b} a day on which banks located in the cities in which the designated office of any
of the Tender Agent, the Remarketing Agent, the Paying Agent/Registrar, the
Credit Provider or the Liquidity Provider is located are required or authonzed by
law or executive order to closed, (c) a day on which the New York Stock Exchange
1s closed, or {d) a day on which the payment system of the Federal Reserve System
1s not operational

This Bond 1s onc of the subseries specified in its title i1ssued in the aggregate
principal amount of $ {herein referred to as the “Bonds™) for the
purpose of refinancing and refunding certain outstanding obligations of the City,
conformity with the Constitution and laws of the State of Texas, ncluding
VTC A, Government Code, Chapters 1207 and 1371, and Vernon's Texas Code
Annotated, Local Government Code, Chapter 334, and pursuant to Ordinance No.
20080724-101 adopted by the City Council of the City (the “Ordinance” which
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term includes Appendix A thereto and a Pricing Certificate executed pursuant
thereto),

The Bonds are subject to mandatory redemption prior to maturity with funds on
deposit in the Bond Fund established and maintained for the payment thereof in the
Ordmance, and shall be redeemed in part prior to maturity at the pnce of par and
accrued interest thereon to the date of redemption, and without premium, as
follows:

Redemption Date Principal Amount

November 15, 2009
November 15, 2010
November 15, 2011
November 15, 2012
November 15, 2013
November 15, 2014
November 15, 2015
November 15, 2016
November 15, 2017
November 15, 2018
November 15, 2019
November 15, 2020
November 15, 2021
November 15, 2022
November 15, 2023
November 15, 2024
November 15, 2025
November 15, 2026
November 15, 2027
November 15, 2028
November 15, 2029 (maturity )

The Paying Agent/Registrar shall select by lot the numbers of the Bonds to be
redeemed on the next following November 15, in accordance with the Ordmance;
provided, however, that the principal amount of the Bonds required to be redeemed
pursuant to the operation of such mandatory redemption provisions may be
reduced, at the option of the City, by the prnincipal amount of Bonds which, at least
50 days prior to the mandatory redemption date, (1) shall bave been acquired by the
City at a price not exceeding the principal amount of such Bonds plus accrued
interest to the date of purchase thereof, and dehvered to the Paying Agent/Registrar
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for cancellation or (i1)shall have been redeemed pursuant to the optional
redemption provisions described below and not theretofore credited against a
mandatory redemption requirement.

[Note* Include only for Bonds i the Commercial Paper Mode ] While this Bond
bears interest at a Commercial Paper Rate, 1t is subject to optional redemption in
whole or in part, on their respective Purchase Dates at the redemption price of the
principal amount thereof, plus accrued interest from the most recent Interest
Payment Date to the Redemption Date.

[Note: Include only for Term Rate Bonds] While this Bond bears interest at a
Term Rate during an Interest Rate Period that 1s less than four years, it is subject to
optional redemption in whole or in part, on their individual Purchase Dates at the
redemption price of the principal amount thereof, plus accrued interest from the
most recent interest payment date to the Redemption Date

[Note Include only for Term Rate Bonds and Fixed Rate Bonds | While this Bond
bears interest at a [Term Rate during an Interest Rate Period that is equal to or
greater than four years] [Fixed Rate]. 1t 1s subject to optional redemption in whole
or in part, on any date at a redemption price equal to the principal amount thereof,
plus interest from the most recent interest payment date to the Redemption Date
following the “No Call Period” set forth below:

OPTIONAL REDEMPTION

No Call Pertod (commencing on
the date of commencement of the
[Term Rate} [Fixed Rate Mode]
Interest Period)

Duration of Interest Period

Greater than or equal to 11 8 years
years.
Greater than or equal to 8 6 years

years and less than 11 years

Greater than or equal to 4 3 years
years and less than § years

[Note' Include for Fixed Rate  Bonds are subject to optional
Bonds Only Duration of tedemption at any time.}
Interest Period is less than 4

years.
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At least thirty [for Term Rate or Fixed Rate] fifteen [for Commercial Rate Mode]
days prior to a redemption date for the Bonds, the City shall cause a notice of
redemption to be sent by United States Mail, first class postage prepaid, in the
name of the City and at the City’s expense, to each Holder of a Bond to be
redcemed in whole or in part at the address of the Holder appearing on the Security
Register at the close of busmess on the Busmess Day next preceding the date of
mailing such notice, and any notice of redemption so mailed shall be conclusively
presumed to have been duly given irrespective of whether received by the Holder.

In the event a portion of the prnincipal amount of a Bond 1s to be redeemed.
payment of the redemption price of such principal amount shall be made to the
Holder only upon presentation and surrender of such Bond to the Designated
Payment/Transfer Office of the Paying Agent/Registrar, and a new Bond or Bonds
of like subseries, of like maturity and interest rate in any authorized denominations
provided by the Ordinance for the then unredeemed balance of the principal sum
thereof will be issued to the Holder, without charge If a Bond 1s selected for
redemption, in whole or in part, the City and the Paying Agent/Registrar shall not
be required to transfer such Bond to an assignee of the Holder within 45 days of
the redemption date therefor; provided, however, such limitation on transferability
shall not be applicable to an exchange by the Holder of the unredeemed balance of
a Bond redeemed in part.

[Note Delete for Fixed Rate Bends ] This Bond [For Commercial Paper Mode
“15 "J{For Term Rate Mode “may be "] subject to mandatory tender by the Holder
hereof upon the happening of certain events or occurrences 1n the Ordinance
When a mandatory tender is to occur, a mandatory tender notice is required to be
given in accordance with the Ordinance to the Holders of all the Bonds then
outstanding and the Bonds shall be subject to mandatory tender for purchase at a
purchase price equal to the principal thereof and unpaid accrued interest to the
Mandatory Purchase Date

[Insert description of Liquidity Provider m the case of Commeiciul Paper Rate
Bonds and Term Rate Bonds, if any |

The Bonds are special obligations of the City payable solely from and, together
with the other Parity Obligations executed and delivered 1n connection with the
1issuance of the Bonds, equally and ratably secured by a subordinate parity hen on
and pledge of, the Pledged Revenues in the manner provided i the Ordinance
Additionally, the Bonds shall be equally and ratably secured by a Lien on the funds,
if any, deposited 1o thc credit of the Bond Fund and the Reserve Fund 1n
accordance with the terms of the Ordinance The Bonds do not constitute a legal or
equitable pledge, charge, lien or encumbrance upon any property of the City,
except with respect to the Pledged Revenues The holder hereof shall never have
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the right to demand payment of this obligation out of any funds raised or to be
raised by taxation.

Subject to satisfying the terms and conditions prescribed therefor, the City has
reserved the right to issue additional revenue obligations payable from and equally
and ratably secured by a parity lien or subordinate lien on and pledge of the
Pledged Revenues, 1n the same manner and to the same extent as the Bonds.

Reference is hereby made to the Ordinance, copies of which are on file with the
Paying Agent/Registrar, and to all of the provisions of which the Holder by the
acceptance hereof hereby assents, for definitions of terms; the description of and
the nature and extent of the security for the Bonds; the Pledged Revenues; the
nature and extent and manner of enforcement of the lien and pledge securing the
payment of the Bonds; the terms and conditions for the issuance of additional
revenue obligations; the terms and conditions relating to the transfer or exchange
of this Bond; the conditions upon which the Ordinance may be amended or
supplemented with or without the consent of the Holders, the rights, duties, and
obligations of the City and the Paymng Agent/Registrar, the terms and provisions
upon which the hens, pledges, charges and covenants made therein may be
discharged at or prior to the maturity of this Bond, and this Bond deemed to be no
longer Outstanding thereunder, and for the other terms and provistons contained
therein

This Bond, subject to certain hmitations contained in the Ordinance, may be
transferred on the Secunity Register only upon its presentation and surrender at the
Designated Payment/Transfer Office of the Paying Agent/Registrar, with the
Assignment hereon duly endorsed by, or accompamed by a written instrument of
transfer 1n form satisfactory to the Paying Agent/Registrar duly executed by, the
Holder hereof. or his duly authorized agent When a transfer on the Security
Register occurs, one or more new fully registered Bonds of the same Stated
Maturity, of authorized denominations, bearing the same rate of interest, and of the
same aggregate principal amount will be issued by the Paying Agent/Registrar to
the designated transferee or transferces.

It is hereby certified, recited, represented and covenanted that the City 1s a duly
organized and legally existing municipal corporation under and by virtue of the
Constitution and laws of the State of Texas, that the 1ssuance of the Bonds is duly
authorized by law; that all acts, conditions and things required to exist and be done
precedent to and in the 1ssuance of the Bonds to render the same lawful and vahd
obligations of the City have been properly done, have happened and have been
performed in regular and due time, form and manner as required by the
Constitution and laws of the State of Texas, and the Ordinance, that the Bonds do
not exceed any constitutional or statutory limitation; and that due provision has
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been made for the payment of the principal of and interest on the Bonds by a
pledge of the Pledged Revenues as aforestated In case any provision n this Bond
or any application thereof shall be invalid. 1llegal, or unenforceable, the validity,
legality, and enforceability of the remaining provisions and applications shall not in
any way be affected or impaired thereby The terms and provisions of this Bond
and the Ordinance shall be construed in accordance with and shall be governed by
the laws of the State of Texas

IN WITNESS WHEREOF, the City Council of the City has caused this Bond to be
duly executed under the official seal of the City as of the Dated Date

CITY OF AUSTIN, TEXAS

Will Wynn, Mayor

COUNTERSIGNED

Shirley A Gentry, City Clerk

(SEAL)
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[For Iutial Bond Only]

REGISTRATION CERTIFICATE OF
COMPTROLLER OF PUBLIC ACCOUNTS

OFFICE OF THE COMPTROLLER )

OF PUBLIC ACCOUNTS ) REGISTER NO.
)
THE STATE OF TEXAS )

I HEREBY CERTIFY that this Bond has been examined, certified as to
validity and approved by the Attorney General of the State of Texas, and registered
by the Comptroller of Public Accounts of the State of Texas

WITNESS my signature and seal of office this

Comptroller of Public Accounts
of the State of Texas

(SEAL)
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[For Defininve Bonds only]
REGISTRATION CERTIFICATE OF PAYING AGENT/REGISTRAR

This Bond has been 1ssued and registered in the name of the Registered Owner
shown above under the provisions of the within-mentioned Ordinance; the bond or

bonds of the above entitled and designated series originally delivered having been
approved by the Attorney General of the State of Texas and registered by the
Comptroller of Public Accounts, as shown by the records of the Paying

Agent/Registrar.

The designated offices of the Paying Agent/Registrar in New York, New York is
the “Designated Payment/Transfer Office” for this Bond.

DEUTSCHE BANK TRUST
COMPANY AMERICAS,
New York, New York,

as Paying Agent/Registrar

Registration Date-
By:

Authorized Signature

80241788 2/ 10809240 J-10



ASSIGNMENT

FOR VALUE RECEIVED the undersigned hereby sells, assigns, and transfers unto
(Print or typewrite name, address, and zip code of transferee:)

(Social Secunty or other identifying number )
the within Bond and all rnights thercunder, and hereby irrevocably constitutes and
appoints attorney to transfer the

within Bond on the books kept for registration thereof, with full power of
substitution in the premises,

DATED:;

NOTICE: The signature on this
assignment must correspond with
Signature guaranteed: the name of the registered owner as
it appears on the face of the within
Bond in every particular
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